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Foreword

This publication contains general information on the corporation income tax and the corporation franchise tax. It also contains the
current text of laws and regulations about the Louisiana corporation income tax and corporation franchise tax, as well as miscel-
laneous tax provisions that affect one or both of these corporation taxes.

The statutes contained within this publication are current through the 2007 Regular Session of the Louisiana Legislature. Listed
after each statute is the pertinent regulation or rule that has been promulgated by this Department in accordance with the
Administrative Procedures Act. The codified section numbers used for the regulations are those appearing in Title 61, Part I, of
the Louisiana Administrative Code.

If you have any questions or need additional information, please contact our Taxpayer Services Division at (225) 219-2114.

S

Cynthia J. Bridges
Secretary

Louisiana Department of Revenue

This publication contains selected statutes and regulations amended or enacted through the 2007 Regular Session of the Louisiana Legislature. This document
is published as a convenience to provide tax information under the authority of R.S. 47:1509. It is not the official source of the Louisiana Revised Statutes or
the Louisiana Administrative Code.
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Corporation Income Tax
General Information

Who must file

All corporations deriving income from Louisiana sources,
whether or not they have any net income, must file an income
tax return. Corporations that obtain a ruling of exemption
from the Internal Revenue Service must submit a copy of the
ruling to the Department to obtain an exemption.

Rate of Tax

Corporations will pay tax on net income computed at the fol-
lowing rates:

o Four percent (4%) on the first $25,000 of net income
e Five percent (5%) on the next $25,000

e Six percent (6%) on the next $50,000

e Seven percent (7%) on the next $100,000

o Eight percent (8%) on the excess over $200,000

Date tax due

Returns and payments are due on or before the fifteenth day of
the fourth month following the close of an accounting period

(April 15 for a calendar year).

Fxtension of time to file returns

The secretary may grant a reasonable extension of time to file
the combined corporate income and franchise tax returns not
to exceed seven months from the due date of the return or the
extended due date of the federal income tax return, whichever
is later. A copy of the extension request granted by the Internal
Revenue Service must be attached to your Louisiana return or
a completed Application for Automatic Extension of Time to
File Corporation Income and Franchise Tax Return (CIFT-
620EXT).

Declaration of estimated tax

Any corporation that can reasonably expect its estimated tax
for the taxable year to be one thousand dollars ($1,000) or more
must file a declaration of estimated tax and pay installments
of the tax according to a schedule shown on the declaration
voucher (Form CIFT-620ES). Underpayment of or failure
to pay estimated tax may result in an additional amount due
determined at the rate of twelve percent (12%) per annum on
the amount underpaid.

Date payment due

Any tax not previously remitted by declaration must be paid on
or before the original due date of the return.

Forms

CIFT-620ccrrrecrrrecrrnnne Corporation Income and Franchise
Tax Return

CIFT-620A..ccevrecrnane. Corporation Apportionment and
Allocation Schedules

CIFT-620ES.......conrerrrernnen. Estimated Income Tax Declaration
Voucher

CIFT-620EXT ..c.couccrrrenne. Application for Automatic
Extension of Time to File
Corporation Income and Franchise
Tax Return

R-6701(CIT-624)............ Request for a Tentative Refund
Resulting from the Election to
Carryback a Net Operating Loss

Assistance

Taxpayer Services Division
Louisiana Department of Revenue
Post Office Box 201

Baton Rouge, LA 708210201
22502192114 (Assistance)
22502192113 (Forms)



Corporation Franchise Tax
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Who must file

Any corporation meeting any one or more of the following
provisions, unless specifically exempted under the provisions
of R.S. 47:608, must file a Louisiana corporation franchise tax
return:

(1) Organized under the laws of Louisiana.

(2) Qualified to do business in this state or actually doing busi-
ness in this state.

(3) Exercising or continuing the corporate charter within this
state.

(4) Owning or using any part, or all, of the corporate capital,
plant, or other property in this state in a corporate capacity.

Rate of tax

The tax liability for the year shall be computed at the rate of
one dollar and fifty cents ($1.50) for each one thousand dol-
lars ($1,000) or major fraction thereof up to three hundred
thousand dollars ($300,000) of capital employed in Louisiana,
and three dollars ($3) for each one thousand dollars ($1,000)
or major fraction thereof in excess of three hundred thousand
dollars ($300,000) of capital employed in Louisiana, subject
to the requirement that the minimum tax is ten dollars ($10)
per year. For information concerning capital employed in
Louisiana and computation of the tax, see the instructions for
the Corporation Income and Franchise Tax Return (CIFT-
620I). The corporation franchise tax due on the initial return

is ten dollars ($10).

Date returns due

Initial return: An initial return, covering the period beginning
with the date the corporation first becomes liable for filing a
return and ending with the next close of an accounting period,
must be filed on or before the fifteenth day of the third month
after the corporation first becomes liable.

Annual return: Louisiana corporation franchise tax accrues on
the first day of each accounting year, and the return for that
period must be filed on or before the fifteenth day of the fourth
month of that accounting year.

Fxtension of time to file returns

The secretary may grant a reasonable extension of time to file
the combined corporation income and franchise tax returns
not to exceed seven months from the due date of the return

or the extended due date of the federal income tax return,
whichever is later. A copy of the request filed with the Internal
Revenue Service must be attached to your Louisiana return or
a completed Application for Automatic Extension of Time to
File Corporation Income and Franchise Tax Return (CIFT-
620EXT).

Date payment due

All Louisiana corporation franchise taxes must be paid by the
carlier of: (1) the original due date of the return or (2) the filing
of the return.

Forms

CIFT 620 cooevrecrrercrrnnne Corporation Income and Franchise
Tax Return

CIFT 620A ..cecvrrecrnane. Apportionment and Allocation
Schedules

CIFT 620EXT ....oovcvvrrenne. Application for Extension of Time
for Filing

R-6906A ... Initial Franchise Tax Return
(CFT-4)

Assistance

Taxpayer Services Division
Louisiana Department of Revenue
Post Office Box 201

Baton Rouge, LA 708210201
2250219¢2114(Assistance)
22502192113 (Forms)
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INTRODUCTORY PROVISIONS, TAX
LEVY, RATES OF TAX, CREDITS

R.S. 47:287.2. Short title

This Act shall be known as and may be cited as the “Louisiana
Corporation Income Tax Act”.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.

R.S. 47:287.11. Tax imposed
A. There shall be levied, collected, and paid for each taxable

year a tax upon the Louisiana taxable income of corpora-
tions and other entities taxed as corporations for federal
income tax purposes, which entities shall be considered to
be corporations for the purposes of this Chapter only, other
than insurance companies as hereinafter provided.

B. Corporations shall be taxed on their Louisiana taxable
income, except as otherwise exempted.

C. Taxable years affected.

(1) The provisions of this Part shall apply to taxable years
beginning after December 31, 1986, including taxable
years deemed to have commenced on January 1, 1987, by
the provisions of R.S. 47:287.443.

(2) Taxable years beginning prior to January 1, 1987, shall not
be affected by the provisions of this Part, but shall remain
subject to the applicable provisions of R.S. 47:21 et seq.

D. Insurance companies shall not be subject to this Part but shall
continue to be taxed pursuant to the provisions of R.S. 47:21
and R.S. 47:221 et seq., and as otherwise provided by law.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.
Amended by Acts 1998, No. 42, §1.

R.S. 47:287.12. Rates of tax

The tax to be assessed, levied, collected, and paid upon the
Louisiana taxable income of every corporation shall be com-
puted at the rate of:

(1) Four percent upon the first twenty-five thousand dollars of
Louisiana taxable income.

(2) Five percent on the amount of Louisiana taxable income
above twenty-five thousand dollars but not in excess of fifty
thousand dollars.

(3) Six percent on the amount of Louisiana taxable income
above fifty thousand dollars but not in excess of one hun-

dred thousand dollars.

(4) Seven percent on the amount of Louisiana taxable income
above one hundred thousand dollars but not in excess of
two hundred thousand dollars.

(5) Eight percent on all Louisiana taxable income in excess of
two hundred thousand dollars.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.

COMPUTATION OF LOUISIANA
TAXABLE INCOME

R.S. 47:287.61. Gross income defined

“Gross income” of a corporation means the same items and the
same dollar amount required by federal law to be reported as gross
income on the corporation’s federal income tax return for the same
taxable year, subject to the modifications specified in this Part,
whether or not a federal income tax return is actually filed.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.

R.S. 47:287.63. Allowable deductions defined

“Allowable deductions” for a taxable year means the deductions
from federal gross income allowed by federal law in the computation
of taxable income of a corporation for the same taxable year, subject
to the modifications specified in this Part.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.

R.S. 47:287.65. Net income defined

“Net income” of a corporation for a taxable year means the tax-
able income of the corporation computed in accordance with
federal law for the same accounting period and under the same
method of accounting, including statutorily required accounting
adjustments, subject to the modifications specified in this Part.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.

R.S. 47:287.67. Louisiana net income defined

“Louisiana net income” means net income which is earned within or
derived from sources within the state of Louisiana.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.
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R.S. 47:287.69. Louisiana taxable income defined

“Louisiana taxable income” means Louisiana net income, after
adjustments, less the federal income tax deduction allowed
by R.S. 47:287.85. “After adjustments” means after the appli-
cation of the net operating loss adjustment allowed by R.S.
47:287.86.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.

R.S. 47:287.71. Modifications to federal gross income
A. There shall be added to gross income determined under fed-

eral law, unless already included therein, the following items:

(1) Repealed by Acts 2005, No. 401§2,eff. for all taxable
periods after December 31, 2005

(2) Repealed by Acts 2005, No. 401§2,eff. for all taxable
periods after December 31, 2005

(3) Any gain on the sale of assets not recognized due to the
provisions of Section 633(d) of the Tax Reform Act of
1986 which provides a transitional rule for certain small
corporations.

(4) Any gain not recognized under LR.C. Section 1033
resulting from the involuntary conversion of property
located in Louisiana not replaced with property located
in Louisiana.

(5) Inclusions from Subpart F of this Part, where applicable.

B. There shall be subtracted from gross income determined
under federal law, unless already excluded therefrom, the
following items:

(1) Income which Louisiana is prohibited from taxing by the
constitution or laws of the United States.

(2) Funds accrued by a corporation engaged in operating a
public transportation system from any federal, state, or
municipal governmental entity to subsidize the opera-
tion and maintenance of such a transportation system.

(3) Refunds of Louisiana corporation income tax received
during the taxable year.

(4) Interest on obligations or securities issued by the state of
Louisiana or its political or municipal subdivisions.

(5) Foreign dividend “gross-up”. Any amounts required by
LR.C. Section 78 to be included in gross income.

(6) Amounts received as dividend income from banking
corporations organized under the laws of Louisiana,
from national banking corporations doing business in

Louisiana, and from capital stock associations whose
stock is subject to ad valorem taxation.
(7) Exclusions from Subpart F of this Part, where applicable.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.
Amended by Acts 1987, No. 5, §1, eff. May 20, 1987.

LAC 61:1.1114. Modifications of Federal Gross Income

In order to calculate Louisiana gross income, R.S. 47:287.71
requires modifications be made to federal gross income. R.S.
47:287.71(B)(7) provides that exclusions from Subpart F must
be taken into account when computing Louisiana gross income.
Included in the exclusions from gross income required by R.S.
47:287.71(B)(7) are those modifications provided for in R.S.
47:287.738(C) through (F).

AUTHORITY NOTE: Promulgated in accordance with R.S.
47:287.71, R.S. 47:287.78S,and R.S. 47:151 1.

HISTORICAL NOTE: Promulgated by the Department of Revenue,
Policey Service Division, LR 32:261 (February 2006).

R.S. 47:287.73. Modifications to deductions from
gross income allowed by federal law

A. The deductions from federal gross income allowed by fed-
eral law shall be modified by the deletions and additions

specified herein.

B. Deletions. The following deductions allowed by federal law
are declared inoperative and shall not form a part of allowable
deductions in the computation of net income:

(1) The net operating loss deduction allowed by LR.C.
Section 172.
(2) Income taxes imposed by this Part.

(3) The dividends received deductions allowed by LR.C.
Sections 243, 244, and 245.

(4) Depletion for oil and gas wells.

(5) Deletions required by the provisions of Subpart F of
this Part, where applicable.

C. Additions. The following items are declared allowable as
deductions in the computation of net income and shall be
added to the deductions allowed under federal law to the
extent not already included therein:

(1) Repealed by Acts 2005, No. 401§2,eff. for all taxable
periods after December 31, 2005

(2) Depletion for oil and gas wells is allowed as a deduction
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as provided by R.S. 47:287.745.

(3) Intangible drilling and development costs. Intangible
drilling and development costs are allowed as a deduc-

tion as provided by R.S. 47:287.743.

(4) Expenses disallowed by LR.C. Section 280(C). Expenses
which would otherwise be deductible under federal law,
but for the disallowance provisions of LR.C. Section
280(C), relative to certain expenses for which credits are
allowable.

(5) Additions required by the provisions of Subpart F of
this Part, where applicable.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.

R.S. 47:287.75. Computation of net income

The net income of a corporation is computed by subtracting
allowable deductions from gross income for a taxable year.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.

R.S. 47:287.77. Computation of Louisiana net income
or loss

Louisiana net income or loss of a corporation is determined by
applying the allocation and apportionment provisions of this
Part to the corporation’s gross income, allowable deductions,
and net income for a taxable year as determined and computed
pursuant to this Part.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.

R.S. 47:287.79. Computation of Louisiana taxable
income

Louisiana taxable income is computed by subtracting the federal
income tax deduction allowed by R.S. 47:287.85 from Louisiana
net income, after adjustments.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.

R.S. 47:287.81. Items not deductible; amounts attrib-
utable to income not taxed

In computing Louisiana net income or Louisiana taxable
income no deduction shall in any case be allowed in respect of
any amount otherwise allowable as a deduction which is attrib-
utable to income which, for any reason whatsoever, will not
bear the tax imposed by this Part.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.

R.S. 47:287.83. Taxes not deductible

A. In computing Louisiana taxable income, no federal income
tax deduction shall be allowed on net income upon which no
Louisiana income tax has been incurred, or upon which, for
any reason whatsoever, no Louisiana income tax will be paid.
For purposes of this Section, the federal income tax deduction
may be recomputed and reduced to reflect the application of
a net operating loss adjustment. Any such reduction shall be
taken into account as prescribed by the secretary.

B. The alternative minimum tax is a federal income tax deduct-
ible to the extent that it is applicable to regular federal
taxable income. Any alternative minimum tax paid on tax
preference items is not deductible. The deductible portion
of the alternative minimum tax shall be determined as pre-
scribed by the secretary.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.

§1122. Taxes Not Deductible
A. General. R.S. 47:287.83 provides that federal income tax

levied on net income upon which no Louisiana income tax
has been incurred, or upon which, for any reason whatsoev-
er, no Louisiana income tax will be paid, is not deductible.

B. Federal Alternative Minimum Tax. Federal alternative mini-
mum tax attributable to tax preference items such as, but not
limited to, accelerated depreciation, depletion, and intan-
gible drilling and development cost is not deductible. Federal
alternative minimum taxable net income from sources other
than tax preference items is deductible to the extent that it is
applicable to regular federal taxable income.

C. Net Operating Loss Carryback. Federal income tax deduct-
ed from Louisiana net income in taxable periods to which a
net operating loss is carried back shall be computed to deter-
mine the amount of federal income tax attributable to net
income which is taxed by the federal but which is not taxed
by Louisiana as a result of a net operating loss carryback.
Federal income tax attributable to net income which is not
taxed by Louisiana as a result of a net operating loss carry-
back is the excess of allowable federal income tax deducted
from Louisiana net income before the net operating loss car-
ryback over the allowable deduction after the net operating
loss carryback. The federal income tax attributable to net
income which is not taxed by Louisiana shall be treated as a
reduction to the net operatingloss deduction. If the amount
of the federal income tax attributable to the net income
which is not taxed by Louisiana exceeds the Louisiana net
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operating loss deduction, such excess shall be treated as income in the year of the transaction that gave rise to the excess. These
principles are illustrated in the following examples.

D. Examples

Example 1

The ABC Corporation does not include its net income in a consolidated federal income return as provided by Section 1501 of the
Internal Revenue Code. ABC files state and federal income tax returns on a calendar year basis. ABC Corporation’s net income and
other financial information used to file state and federal income tax returns for the four-year period ending December 31, 1987,
include the following:

Taxable Periods 1984 1985 1986 1987

Federal net income or (loss) $ 2,000,000 | $4,000,000 $ 5,000,000 $ 600,000
Louisiana net income or (loss) 1,200,000 1,800,000 3,000,000 | (1,000,000)
Federal income tax 800,000 1,600,000 2,000,000 240,000
Federal income tax deducted from Louisiana net income 467,280 706,240 1,171,200 -0-
State income tax deducted from federal net income but not 57,500 86,000 144,000 -0-
Louisiana net income

Income tax apportionment ratio 55% 40% 50% 50%
Louisiana taxable income 732,720 1,093,760 1,828,800 -0-

ABC Corporation elects to carry their 1987 Louisiana net operating loss back to 1984 pursuant to R.S. 47:287.86. Federal income tax
attributable to net income which is not taxed by Louisiana as a result of the net operating loss carryback is computed as follows:

1. Louisiana net income, 1984 $1,200,000
2. Less: State income tax deduction allowed by the federal but not Louisiana $57,500
Multiplied by the income tax apportionment ratio 55%
Balance $31,625
Louisiana net operating loss, 1987 $1,000,000
Adjustment $1,031,625
3. Louisiana net income after deducting the net operating loss carryback (line 1 minus line 2) $ 168,375
4. Federal net income, 1984 $2,000,000
5. Ratio (line 3 divided by line 4) 8.4188%
6. Federal income tax, 1984 $ 800,000
7. Allowable federal income tax deduction after the Louisiana net operating loss carryback
(line 6 multiplied by line 5) $ 67,350
8. Federal income tax deducted from Louisiana net income before the net operating loss carryback $ 467,280
9. Federal income tax attributable to net income which is not taxed by Louisiana (line 8 minus line 7) $ 399,930
10. Louisiana net operating loss before deduction for federal income tax attributable to net
income which is not taxed by Louisiana $1,000,000
11. Federal income tax attributable to net income which is not taxed by Louisiana (from line 9) $399,930
12. Louisiana net operating loss after deduction for federal income tax attributable to net income $ 600,070
which is not taxed by Louisiana (line 10 minus line 11) ’
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Example 2

Assume the same facts in Example 1 except that the ABC Corporation sustained a $2,000,000 federal net operating loss in 1987
and elects to carry the federal loss back to 1984. Federal income tax after the net operating loss carryback is zero.

1. Louisiana net income, 1984 $1,200,000
2. Less: State income tax deduction allowed by the federal but not Louisiana $57,500
Multiplied by the income tax apportionment ratio 55%
Balance $31,625
Louisiana net operating loss, 1987 $1,000,000
Adjustment $1,031,625
3. Louisiana net income after deducting the net operating loss carryback (line 1 minus line 2) $ 168,375
4. Federal net income, 1984 $2,000,000
5. Federal net operating loss carryback from 1987 ($2,000,000)
6. Federal net income after federal net operating loss carryback from 1987 (line 4 minus line 5) -0-
7. Ratio (line 3 divided by line 6) -0-
8. Federal income tax after the federal net operating loss carryback -0-
9. Allowable federal income tax deduction after the net operating loss carryback
(line 8 multiplied by line 7)
10. Federal income tax deducted from Louisiana net income before the net operating loss carryback $ 467,280
11. Federal income tax attributable to net income which is not taxed by Louisiana (line 10 $ 467,280
minus line 9)
12. Louisiana net operating loss before deduction for federal income tax attributable to net $1,000,000
income which is not taxed by Louisiana
13. Federal income tax attributable to net income which is not taxed by Louisiana (from line 11) $ 467,280
14. Louisiana net operating loss after deduction for federal income tax attributable to net $ 532,720
income which is not taxed by Louisiana (line 12 minus line 13)
Example 3

Assume the same facts in Examples 1 and 2 except that the Louisiana and federal net operating losses in 1987 are $350,000 and
$1,800,000 respectively. Federal income tax after the net operating loss carryback is $80,000.

1. Louisiana net income, 1984 $1,200,000
2. Less: State income tax deduction allowed by the federal but not Louisiana $57,500

Multiplied by the income tax apportionment ratio 55%

Balance $31,625

Louisiana net operating loss, 1987 $350,000

Adjustment $ 381,625
3. Louisiana net income after deducting the net operating loss carryback (line 1 minus line 2) $ 818,375
4. Federal net income, 1984 $2,000,000
5. Federal net operating loss carryback from 1987 ($1,800,000)
6. Federal net income after federal net operating loss carryback from 1987 (line 4 minus line 5) $ 200,000
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7. Ratio (line 3 divided by line 6) 100%
8. Federal income tax after the federal net operating loss carryback $ 80,000
9. Allowable federal income tax deduction after the net operating loss carryback (line 8 times line 7) $ 80,000
10. Federal income tax deducted from Louisiana net income before the net operating loss carryback $ 467,280
11. Federal income tax attributable to net income which is not taxed by Louisiana, 1984 $ 387,280
(line 10 minus line 9)
12. Louisiana net operating loss before deduction for federal income tax attributable to net $ 350,000
income which is not taxed by Louisiana
13. Federal income tax attributable to net income which is not taxed by Louisiana (from line 11) $ 387,280
14. Louisiana net operating loss after deduction for the amount of federal income tax attribut- -0-

able to net income which is not taxed by Louisiana (line 12 minus line 13)

15. Additional Louisiana taxable income for 1987 due to excess of federal income tax attribut- $ 37,280
able to net income which is not taxed by Louisiana over the Louisiana net operating loss
(line 13 minus line 12)

E. Definitions. For the purposes of this Section, alternative minimum tax, regular federal income tax, alternative tax on capital
gains, and regular tax on ordinary net income are defined as provided in §1123.F.

AUTHORITY NOTE: Promulgated in accordance with R.S. 47:287.83, R.S. 47:1511.

HISTORICAL NOTE: Promulgated by the Department of Revenue and Taxation, Income Tax Section, LR 14:96 (February
1988), repromulgated by the Department of Revenue, Policy Services Division, LR 30:470 (March 2004), amended by the
Department of Revenue, Policy Services Division, LR 33:295 (February 2007).

R.S. 47:287.85. Federal income tax deduction

A. In computing Louisiana taxable income under R.S. 47:287.79, there shall be allowed as a deduction federal income taxes paid.

B. For purposes of this Section, federal income taxes shall include taxes based on net income, accumulated earnings, war profits,
excess profits, personal holding company income, and tax from recomputation of investment credit. The alternative minimum
tax is a federal income tax allowable to the extent provided in R.S. 47:287.83(B).

C. (1) The amount of federal income tax to be deducted shall be that portion of the total federal income tax, after all credits, which
is levied with respect to the particular income derived from sources in this state to be computed in accordance with rules and
regulations prescribed by the secretary. Proper adjustment shall be made for the actual tax rates applying to different classes of
income and for all differences in the computation of net income for purposes of federal income taxation as compared to the
computation of net income under this Part.

(2) “Credits” as used in this Subsection does not include overpayments of prior year taxes allowed as a credit, estimated tax
payments or similar prepayments, or credit for prior year alternative minimum tax which is allowed as a credit against the
current regular federal income tax, or federal income tax credits determined by the Secretary to be presidential disaster area
disaster relief credits.

D. A corporation that files or is included with affiliates in a consolidated federal income tax return shall compute its federal income
tax deduction in accordance with rules and regulations prescribed by the secretary.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986. Amended by Acts 1987, No. 53, §1; Acts 1997, No. 165, § 1,
eff. June 13, 1997.
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LAC 61:1.1123. Federal Income Tax Deduction
A. General. R.S. 47:287.85(C) permits corporations to claim as a

deduction in computing net income that portion of the federal
income tax levied with respect to the Louisiana net income,

which is applicable to the year for which the Louisiana return

is filed, regardless of the method of accounting utilized (cash,

accrual, etc.). For determination of the deductible amount of
federal alternative minimum tax attributable to Louisiana

net income, refer to §1122. When a corporation includes its

net income in a consolidated federal income tax return, rotal
federal income tax for the purpose of this Section shall be the
amount determined pursuant to §1123.E.

. Computations. The deductible portion of the federal income
tax, the tax attributable to Louisiana income, is the sum of the
amounts determined in §1123.B.1 and 2.

1. The deductible portion of federal income tax attributable
to Louisiana apportionable and allocable net income
which is taxed at alternative capital gain rates is the result
obtained by multiplying the federal income tax which is
calculated at alternative capital gain rates by a fraction,
the numerator of which is Louisiana apportionable and
allocable net income which is taxed at alternative capital
gain rates and the denominator of which is federal net
income which is taxed at alternative capital gain rates.

2. The deductible portion of federal income tax attributable
to Louisiana apportionable and allocable net income, less
adjustment for the net operating loss deduction if applicable,
which is taxed at ordinary rates, is the result obtained by mul-
tiplying the federal income tax which is calculated at ordinary
rates by a fraction, the numerator of which is Louisiana
apportionable and allocable net income, less adjustment for
the net operating loss deduction if applicable, which is taxed
at ordinary rates and the denominator of which is federal net
income which is taxed at ordinary rates.

C. Numerator. The numerator to be used in §1123.B shall be

determined as set forth in §1123.C.1 and 2.

1. The numerator in the case of Louisiana net income which
is taxed by federal at alternative capital gain rates is the
sum of:

a.  the amount of net apportionable and net allocable
income, subject to tax at alternative capital gain rates
for federal income tax purposes, apportioned and
allocated to Louisiana;

b. any compensating item of income attributable ro
Louisiana and which is taxed by federal at alter-

native capital gain rates but which is not taxed by
Louisiana; and

. any compensating loss item of income, of a character
which would be allowable by federal in arriving at
income which is taxed at alternative capital gain

rates, attributed to and allowed by Louisiana but not
allowed by federal, reduced by the sum of:

i.  any compensating item of income, of a charac-
ter which would be subject to tax by federal at
alternative capital gain rates, attributed to and

taxed by Louisiana but which is not taxed by
federal;

il.  any compensating loss item of income attributable
to Louisiana and allowed by federal in arriving at
income which is taxed at alternative capital gain
rates but not allowed by Louisiana; and

ift.  any excess of the sum of:

a.  any noncompensating loss item of income attrib-
utable to Louisiana and allowed by federal
in arriving at income which is taxed at alter-
native capital gain rates, but not allowed by
Louisiana, and

b.  any noncompensating item of income, of a char-
acter which would be subject to tax by federal at
alternative capital gain rates, attributed to and

taxed by Louisiana but which is not taxed by
federal, over

¢.  any noncompensating loss item of income, of a
character which would be allowable in arriving
at income which is taxed at alternative capital
gain rates by federal, attributed to and allowed
by Louisiana but not allowed by federal.

2. The numerator in the case of Louisiana net income which is
taxed by federal at ordinary rates is the sum of:

a.  the amount of net apportionable and net allocable
income, less adjustment for the net operating loss
deduction if applicable, subject to tax at ordinary
rates for federal income tax purposes, apportioned
and allocated to Louisiana;

b.  any compensating item of gross income attributable to
Louisiana and taxed by federal at ordinary rates but
which is not taxed by Louisiana; and

. any compensating item of deduction, of a character
which would be allowable by federal in arriving at

income which is taxed at ordinary rates, attributed to
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and allowed by Louisiana but not allowed by federal,
and not attributable to any item of gross income taxable

by Louisiana but not by federal; reduced by the sum of:

z.

1.

1778

any compensating item of gross income, which
would be subject to tax by federal at ordinary
rates, attributed to and taxed by Louisiana but
which is not taxed by federal;

any compensating item of deduction attribut-
able to Louisiana and allowed by federal in
arriving at income which is taxed at ordinary
rates but not allowed by Louisiana;

any excess of the sum of:

any noncompensating item of deduction attrib-
utable to Louisiana and allowed by federal in
arriving at income which is taxed at ordinary
rates, but not allowed by Louisiana, and not
attributable to any item of gross income taxable

by federal but not by Louisiana; and

any noncompensating item of gross income, of a
character which would be subject to tax at ordi-
nary rates, attributed to and taxed by Louisiana
but which is not taxed by federal; over

any noncompensating item of deduction, which
would be allowable by federal in arriving ar
income which is taxed at ordinary rates, attrib-
uted to and allowed by Louisiana but not
allowed by federal, and not attributable to any
item of gross income taxable by Louisiana but

which is not by federal.

continued on next page....
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D. Example. The following example illustrates these principles. Facts: The income reported and deductions claimed by ABC, Inc., a
Delaware corporation having its commercial domicile in Louisiana and having several places of business outside this state, are reflect-
ed below. The difference between the federal depreciation deduction and the depreciation deducted in arriving at total net income is a
compensating item. One-half of the total royalty income, depletion, and other expenses related thereto are attributable to a Louisiana
oil property. There are $15,000 in expenses attributable to the royalty income in addition to the depletion deduction. The portion of
net income from royalties allocable to Louisiana is $25,000. Of the total profit from the sale of capital assets, $25,000 is allocable to
Louisiana.

RETURNS

Items Federal Louisiana
INCOME
GOSS PYOJIE JFOME SALES ..o $1,400,000.............oucouuen.... $1,400,000
ROYALLTES ..ttt ettt 100,000............oouueeeeeveeenrane. 100,000
Interest—DBond, State of MISSISSIPPi ........vvueuceereereeseveiisiiseisiasese s sassassssssanees B T 5,000
021075t —B0Td) U.S. GOUCTIIIEN aeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeaeeeeseeeesesasesesseessesassesesesresssssens 5,000, -0-
Long-term gain from sale of Capital Assers ..........eceveeveenevvesieseieineseissisiiseseisessisessians 100,000......eeeeeeeeeeeeeen. 100,000
TOLAL THECOMLC ettt e et et e e e e eeeeae et e st e s esaass et e st s e easessasenee e nasensaneaes $1,605,000...........ouueeuenn.... $1,605,000
DEDUCTIONS
WAy A 7 10,000.....cccuuuuueeeeeeveaeeeeaaeeesannn, -0-
Off1CETS” COMPENSALION ...t S50,000........ouueueeeeeeeeeeeenn. 50,000
REOPAIFS vttt 10,000.........uuuuuueeeevaeeeeaann. 10,000
TIBECHCS ettt e ettt e eest et e s eeae e ssssatsesesssteassssastessassastessessaasesssssnaseessastasessssnnes 15,000........uuuueeeeeeeeeeerveeeannn, 15,000
BAA AODES .ot e e et e et e e e et e e e e e e et e e e e e s et eeee e s e et essseseteaaseaseanesenean 5,000, 5,000
DIPLOLION ... 27,500 35,000
DIEPFECIALION ..o 25,000.......ueeeeeeeeeeeenn. 35,000
COMEYEDULIONS «.eeeeeeeeeeeeeeeeeeeeeee e et eee e e e e e e e et e e e et et e see e e eeseeas et eeesease st eaesaeeatenesesenesanens 5,000, 5,000
OFPDCF AOAUCLIONS oo e e et e e e et e e e e e et e e e eeeeeesaeneseseesseeseseanasssenen 350,000........ouueeeeeeeeeann. 350,000
TOLAL AlOAUCEIONS et et e e et e et e e e et e aeeeaseeee e e e e et eneasaseseeaaeseeseees $497,500....cuuueeeeieirvernne $50S,000
NET INCOME $1,107,500 $1,100,000
Federal income tax—

OFAIBATY FHCOME ottt $518,400

CAPILAL GAINS . 25,000

TOLAL ettt s sttt sttt aee s $543,400
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The taxpayer files on the apportionment basis and the following computation discloses the net allocable and net apportionable income
derived from Louisiana sources.

RETURNS
Items Federal Louisiana
TOLAL T1CL GTCOMEC caevveveveverereierereverereresessss s et se e s et bbb bbbt st st st et et et bbb bbbt st sttt ettt b bbb b e s e e st et et et et e s s bbb b asas $1,100,000
Deduct allocable income
Profit from sale Of CAPItal ASSCLs.......uueueeeeeeeeciseiseiriiriirisieie et $100,000
Interest—Bonds, State Of MISSiSSiPPi......cuceuceuceceneeseuniiriiriieiisieieiseiseiseisessississas s ssssssaeas 5,000
INEE TOYALLY FTCOME ...t s 50,000 $155,000
INEt iTLCOME fOF APPOTILONIENL ...t et $945,000
Net income apportioned to Lonisiana (20% 0of $945,000)..........ceeeeevereereeeerererserreiseesevseiressesississasesesissssesesissasesesassissaesans $189,000
Add Louisiana allocable income
TILECHOS et e et e e e e e e e e e e et e et e e e e e eaeeaae e et e e e e e e e e e e et e et e et e e aneeneaaneaaaes $5,000
Profit from sale Of CAPILal ASSCLs.........uueueeieeeeicicieiisiie et 25,000
ROYALLY GHCOMC ...t 25,000 55,000
Total Louisiana apportionable and allocable income....................uceuveueececeeeciseisiisiisinisisie e $244,000
2. Computations Ordinary Rates Alternative Capital
Gains Rates
Net income apportioned and allocated t0 Louisiana ...............ceeceseeseeneevenenesieicvcrcerennean, $219,000.......cccuueveeeeeeeveeanne. $25,000
Add: Compensating items of income attributable to Louisiana
and taxed by federal but which is not taxed by Louisiana..............c.cevceveenevevenericcrccrscerenenn, O e -0-
Compensating items of deduction attributed to Louisiana and allowed
by Louisiana but not allowed by federal depreciation (20% of $10,000)................cccrvuu.... 2,000
TOLAL: oottt s ettt ettt s et as st s s e n s st easanasnasenen $221,000.....uuueeeeeeeeeeeererne. $25,000
Deduct: Compensating items of income attributed to and
taxed by Louisiana but not taxed by federal .................cvevveveecovevinininisisiciccicccne, -0-
Compensating items of deduction attributable to Louisiana
and allowed by federal but not allowed by Lottisiana...................evceveeveuveuvevicrcrcccnnn, O et -0-
TOTAL: caoeoeeeeeeeeeeeeeee e te e te e e ettt aets et s s et et et s et et et e ssess et s s aasessessessasasensessessesansen $221,000....uuueeeeeeeeereeererene. $25,000
Excess of the sum of noncompensating items of deduction attributable to Louisiana and allowed by federal but not allowed by Louisiana
Louisiana income tax (20% 0f $10,000).........ooeeeeeereerererrererrerrererrerseiressesssinsasesissaseasenns $2,000
Noncompensating items of gross income attributed to and taxed by Louisiana
but which is not taxed by federal Bond interest—State of Mississippi ........c.eeveeveececvcceseuneunennes 5,000
TOBAL e e e et e e e e e et e e et et e eas et e e e e e s et et e e a s et e eae e e et aaa e et et e e e et et e ane et ennaaaen $7,000
Over

Noncompensating items of deduction attributed to and allowed
by Louisiana but not allowed by federal depletion on oil royalties...................cucucuuucacce. $3,750
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RETURNS

Items Federal Louisiana

XGOSttt ettt ettt 833,250 e, -0-

Louisiana net income which is taxed by federal ..............uvwveoeeoeeveoveneririnieieiciccscneann $217,750.cuuueucieceeeeeeeeeeeeeenenn, $25,000

FOACTAL T1OE FTUCOMIIE oot eee v e et e e e e et e s e st esses s eseasesaseasesssasesssessssensansseneen $1,007,500........nuuueuueeeeeann.. $100,000

RALEO oottt et e sttt et et et e st e e et e et e et e et e et e et e s e e a e et e e s e e st e te et e e rteteere et e tee st eatanreenes 21.61% ceuuueeeeeeeeeeeeaaererervenenn, 25.00%

Federal income tax ability............ooeececeeieieseiiiiinisieieieseeeesesese s $S518,400....cuueuuenceeeeaiveann, $25,000

Deductible federal income tax

21.61% 0f $SI8,400 ...ttt $112,026

2596 0 $25,000..eeseseeesesesesese s seseesesesseseseess ettt ettt ettt $6,250

112,026

GAI TOLAlveeeveeeeeeeeresceeeeecreerescresssseseestsesssssessesssessesssesstessesssessesssessessssssesstessessessessessesssesstessesssessessesssessssssessasssesns $118,276

*Where the separate method of reporting is used, the entire amount of Louisiana income tax deducted in the federal return is attributed
to Louisiana under this item.

E. Consolidated Returns. When a corporation includes its net income in a consolidated federal income tax return, the portion of the
consolidated federal income tax after credits attributable to such corporation shall consist of the sum of the amounts determined in
§1123.E.1, 2, and 3:

1. the consolidated regular tax on ordinary net income multiplied by the percentage determined by a fraction, the numerator of
which is regular tax on ordinary net income of each member of the consolidated group computed on a separate return basis and
the denominator of which is regular tax of all members of the group so computed, plus

2. the consolidated alternative tax on net capital gains multiplied by the percentage determined by a fraction, the numerator of
which is alternative tax on net capital gains of each member of the consolidated group computed on a separate return basis and
the denominator of which is alternative tax on net capital gains of all members of the group so computed, plus

3. the consolidated alternative minimum tax multiplied by the percentage determined by a fraction, the numerator of which is
alternative minimum tax of each member of the consolidated group computed on a separate return basis and the denominator of
which is alternative minimum tax of all members of the group so computed.

F. Definitions

Alternative Minimum Tax—the excess of the federal tentative minimum tax after credits for the tax year, over the federal regular
tax after credits for the taxable year.

Alternative Tax on Capital Gains—the net tax liability imposed by Section 1201 (a)(2) of the Internal Revenue Code on net capital
gains, less credits.

Compensating Item—any difference in any deduction or item of income for a particular year arising solely by reason of the fact that
the item is accounted for in different periods for federal and Louisiana income tax purposes. However, if a larger federal income
tax deduction would be allowable were an item treated as a compensating item than would be allowable were the item treated as a
noncompensating item, the item is a compensating item only to the extent that it is equal to the result obtained by multiplying the
difference in the item by a fraction determined as follows:

a. in the case of a deduction:

i.  the numerator shall be the excess, if any, of the amount of the item allowed by federal over the amount allowed by Louisiana
in each prior year in which the federal allowance exceeded the Louisiana allowance and which has been taken into consid-

16
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eration fully in determining the allowable federal
income tax deduction for Louisiana income tax pur-
poses for such prior years, plus the excess, if any, of the
amount of the item to be allowed by federal over the
amount to be allowed by Louisiana in each future
year in which the federal allowance will exceed the
Louisiana allowance and which reasonably can be
expected to be taken into consideration in determin-
ing the allowable federal income tax deduction for
Louisiana income tax purposes in such fm‘ure years;
ii. the denominator shall be the total of all excesses of
the amount of the item allowed by federal over the
amount of the item allowed by Louisiana in each
prior year and of all excesses of the amount of the
item to be allowed by federal over the amount to be
allowed by Louisiana in each future year;

b.

in the case of an item of income:

i.  the numerator shall be the excess, if any, of the amount
of the item taxed by Louisiana over the amount taxed
by federal in each prior year in which the amount taxed
by Louisiana exceeded the amount taxed by federal
and which has been fully taken into consideration in
determining the allowable federal income tax deduc-
tion for Louisiana income tax purposes for such prior
years, plus the excess, if any, of the amount of the item
to be taxed by Louisiana over the amount to be taxed
by federal in each future year in which the amount to
be taxed by Louisiana will exceed the amount to be
taxed by federal and which can reasonably be expected
to be fully taken into consideration in determining the
allowable federal income tax deduction in such future
years for Louisiana income tax purposes;

the denominator shall be the total of all excesses of
the amount of the item taxed by Louisiana over the
amount taxed by federal in each prior year and of all
excesses of the amount of the item to be taxable by
Louisiana over the amount to be taxable by federal
in each future year.

7.

Income Taxed—income included in taxable income, regardless of
whether tax has been paid thereon.

Item of Deduction—each individual deduction rather than each
category of deduction, and includes loss items of gross income. For
example, the amount of depreciation on a particular property, as dis-
tinguished from the amount of depreciation on all properties of the
taxpayer, would be an item of deduction. Similarly, the term item
of income means each amount of income rather than each category

of income. The amount of a Louisiana item of income or deduction
is the amount apportioned or allocated to Louisiana. Thus, where
a taxpayer has a 10 percent apportionment ratio and has an item
of deduction of $10,000 allowed by Louisiana in arriving at appor-
tionable net income but not allowed by federal, the amount of the
Louisiana item is 10 percent of $10,000 or $1,000.

Noncompensating Item—any item of difference between federal
and Louisiana income or deductions for a particular year other
than a compensating item.

Regular Federal Income Tax—the sum of the tax defined in regular
tax on ordinary net income and alternative tax on capital gains.

Regular Tax on Ordinary Net Income—the federal net tax liability
imposed on net income after net income is reduced by the amount of
net capital gain subject to alternative tax rates, less credits.

Taken into Consideration Fully in Determining the Allowable
Federal Income Tax Deduction for Louisiana Income Tax
Purposes for Prior Years—as used in this Section means fully
used in reducing the amount of the federal income tax deduction
Jfor such prior years. The purpose of this provision is to allow an
adjustment for an item which will increase the federal income tax
deduction only to the extent that adjustments applicable ro the
item in prior years were used to decrease the federal income tax
deduction. Similarly, the term to be fully taken into consideration
in determining the allowable federal income tax deduction in
future years for Louisiana income tax purposes means to be used
Sully in reducing the amount of the federal income tax deduction
Jfor such future years.

G. Special Rules

1. The computations prescribed in §1123.B are subject to
the rules provided in R.S. 47:287.442. That is, the com-
putations cannot have the effect of attributing refunds of
federal income tax which arose on account of conditions or
transactions occurring after the close of the taxable year, to
any year other than that in which arose the transactions or
conditions giving rise to the refund. Accordingly, appropri-
ate changes shall be made when necessary to attribute the

refund to the proper year.

Notwithstanding the definition provided in §1123.F.
Noncompensating Item and Compensating Item, deduc-
tions which are declared as allowable in the computation
of Louisiana net income pursuant to R.S. 47:287.73(C)4
shall be treated as a compensating item of deduction for
the purpose of computing the amount of federal income tax
deduction under §1123.C.
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3. The federal income tax deduction determined under
§1123 must take into account R.S. 47:287.83 which pro-
vides in part that no federal income tax deduction shall be
allowed on net income upon which no Louisiana income
tax has been incurred, or upon which, for any reason
whatsoever, no Louisiana income tax will be paid.

4. If the tax of any member computed on a separate return
basis under §1123.E.1, 2, and 3 is less than zero, then for
the purposes of §1123.E, such member’s separate return
tax shall be zero.

5. The secretary may adjust the consolidated federal income
tax allocation formula prescribed in §1123.E when in his
opinion such action is necessary to obtain a reasonable allo-
cation and to clearly reflect Louisiana taxable income.

6. The sum of the net consolidated federal income tax attrib-
uted to all members of the consolidated group for the
taxable period cannot exceed the amount of consolidated
federal income tax paid to the U.S. government for the
taxable period.

7. When the alternative tax rate on net capital gains is
the same as the regular tax rate on ordinary net income
reduced by net capital gains, consolidated regular tax on
ordinary net income and alternative tax on capital gains,
after credits, may be combined and then attributed to each
member of the consolidated group.

AUTHORITY NOTE: Promulgated in accordance with R.S.
47:287.86, R. S. 47:287.785 and R.S. 47:1511.

HISTORICAL NOTE: Promulgated by the Department of
Revenue, Policy Services Division, LR 30:2494 (November 2004).

R.S. 47:287.86. Net operating loss deduction

A. Deduction from Louisiana net income. Except as other-
wise provided, there shall be allowed for the taxable year an
adjustment reducing Louisiana net income in an amount

equal to the aggregate of:
(1) The net operating loss carryovers to such year, plus
(2) The net operating loss carrybacks to such year.
B. Net operating loss carrybacks and carryovers. The taxable

years to which a Louisiana net loss may be carried shall be:

(1) A net operating loss carryback to each of the three tax-
able years preceding the taxable year of such loss, unless
carryback treatment is relinquished pursuant to R.S.

47:287.86(D).

(2) For losses incurred for taxable years beginning before
January, 1984, a net operating loss carryover to each of
the five taxable years following the taxable year of such
loss. For losses incurred for taxable years beginning on
or after January 1, 1984, a net operating loss carryover
to each of the fifteen taxable years following the taxable
year of such loss.

C. Manner and amount of carrybacks and carryovers. The
entire amount of Louisiana net loss for any taxable year,
hereinafter the “loss year”, shall be carried back to the carli-
est of the taxable years allowed, unless an election to relin-
quish carryback treatment is made, in which case such loss
shall be carried to the carliest of the taxable years allowed for
carryovers. The portion of such loss which shall be carried
to cach of the other taxable years allowed by Subsection B
shall be the excess, if any, of the amount of such loss over
the aggregate of the Louisiana taxable income for each of the
prior taxable years to which such loss may be carried. For the
purposes of this Subsection:

(1) Louisiana taxable income shall not be adjusted to less
than zero.

(2) In calculating the aggregate Louisiana taxable incomes
in cases where more than one loss year must be taken
into account, the various net operating loss carryovers
and carrybacks to such taxable year are considered to
be applied in reduction of Louisiana net income in the
order of the taxable years from which such losses are
carried over or carried back, beginning with the loss for
the earliest taxable year.

D. Election to relinquish carryback. Any taxpayer may make
an election to relinquish the carryback treatment allowed
and have its Louisiana net loss treated only as a carryover.
Such election shall be made as prescribed by the secretary.

E. Statement with tax return. Every corporation claiming a
net operating loss deduction for any taxable year shall file
with its return for such year a concise statement setting
forth the amount of the net operating loss claimed and all
material and pertinent facts relative thereto, including a
detailed schedule showing the computation of the net oper-
ating loss deduction.

F. Adjustment dependent upon Louisiana net loss car-
ryback. If in computing the net operating loss deduction
the taxpayer is entitled to a carryback which cannot be
ascertained at the time the return is due, the deduction, if
any, shall be computed without regard to such carryback.
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When the taxpayer ascertains the correct amount of such
carryback, a claim for credit or refund of the overpayment,
if any, resulting from the failure to compute the deduction
for the taxable year with the inclusion of such carryback
may be filed within the prescriptive period, or the taxpayer
may file an application for a tentative refund as provided in
Subsection G.

. Tentative refund. A taxpayer may request a tentative
refund resulting from the application of a net operating loss
carryback in the manner and with forms prescribed by the
secretary. If the tentative refund is paid, the secretary may
recover any amount thereof determined not to be an over-
payment through any collection remedy authorized by R.S.
47:1561 within two years from December thirty-first of the
year in which the refund was paid. Any tentatively refunded
amount determined not to be an overpayment shall bear
interest at the rate provided in R.S. 47:1601, which shall be
computed from the date the tentative refund was issued to
the date payment is received by the secretary.

. Interest on refunds. Any amount actually refunded as an
overpayment resulting from the application of a net operating
loss carryback, tentative or otherwise, shall bear interest at the

rate provided in R.S. 47:1624, which shall be computed:

(1) From the latest of the following dates:

(a) Ninety days after the date the request for tentative
refund or claim for refund (amended return) is filed.

(b) Ninety days after the due date of the loss year return
without regard to extensions of time to file.

(2) To the date such refund is issued by the secretary.
. Net operating loss carryover.

(1) Notwithstanding any other provisions of this Chapter
to the contrary, the acquiring corporation shall succeed
to and take into account, as of the close of the day of
distribution or transfer, the aggregate net operating loss
carryovers of the distributors or transferor corporation
as determined under this Section, subject to federal law
and the limitations provided thereunder.

Net operating losses generated after the effective date of
areorganization cannot be carried back to a corporation
that does not survive the reorganization, unless the reor-
ganization is a reorganization under Internal Revenue
Code Section 368(a)(1)(F). For purposes of this Part,
the surviving entity of a reorganization under Internal
Revenue Code Section 368(a)(1)(F) is the same entity

as the transferor entity, and the reorganization will be
treated as a mere change in form.

Amended by Acts 1990, No. 849, §2; Acts 1992, No. 1083, §1;
Acts 2002, No. 10, 1.
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A. Election to relinquish carryback of a net operating loss. The
election to relinquish carryback is made by filing a return car-
rying the net operating loss to the earliest of the taxable years
allowed for carryovers.

B. Changes to Election

1. Except as otherwise provided herein, a taxpayer may
change the election to relinquish carryback of a net operat-
ing loss or the decision to carryback a net operating loss
provided any additional tax and interest due as a result
of the change is paid and any refund due as a result of the
change has not prescribed.

The change in the election is made by filing an amended
return for each tax year affected, paying any tax and inter-
est due and showing any refunds due.

C. When a change in election is made during an audit or exami-
nation, the taxpayer shall submit to the anditor a written noti-
fication of the change in election and provide any additional
information the auditor may require.

AUTHORITY NOTE: Adopted in accordance with R.S.
47:287.86, R. S. 47:287.785 and R.S. 47:1511.

HISTORICAL NOTE: Adopted by the Department of Revenue,
Policy Services Division, LR 30:0000 (November 2004).

R.S. 47:287.91. Determination of Louisiana net
income or loss

A. The Louisiana net income of a corporation is the sum pro-
duced by combining the net allocable income or loss as pro-
vided in R.S. 47:287.93 and the net apportionable income
or loss as provided in R.S. 47:287.94 when the result is more
than zero.

The Louisiana net loss of a corporation is the sum produced
by combining the net allocable income or loss as provided in
R.S. 47:287.93 and the net apportionable income or loss as
provided in R.S. 47:287.94 when the result is less than zero.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.
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R.S. 47:287.92. Segregation of items of gross income

A. All items of gross income, not otherwise exempt, shall be
segregated into two general classes designated as allocable
income and apportionable income.

. Allocable income. The class of gross income to be designated
as “allocable income” shall include only the following:

(1) Rents and royalties from immovable or corporeal mov-
able property.

(2) Royalties or similar revenue from the use of patents,
trade marks, copyrights, secret processes, and other
similar intangible rights.

(3) Income from estates, trusts, and partnerships.

(4) Income from construction, repair, or other similar ser-
vices.

. Apportionable income. The class of income to be desig-
nated as “apportionable income” shall include all items of
gross income which are not properly includable in allocable
income as defined in this Section.

Amended by Acts 1992, No. 1029, §1; Acts 1993, No. 690, §1,
eff. for taxable periods beginning on or after January 1, 1993; Acts
2002, No. 16, § 1, eff. June 7, 2002; Acts 2005, No. 401 § 1.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.

R.S. 47:287.93. Computation of net allocable income
from Louisiana sources

A. Allocation of items of gross allocable income. Items of
gross allocable income or loss shall be allocated directly to
the states within which such items of income are earned or
derived, as follows:

(1) Rents and royalties from immovable or corporeal mov-
able property shall be allocated to the state where such
property is located at the time the income is derived.

(2) Ifthe corporation elects to pay tax on interest income as

provided in R.S. 47:287.738(F)(2), interest received by

the corporation shall be allocated to the state in which
the securities or credits producing such income have
their situs, which shall be at the business situs of such
securities or credits if they have been so used in connec-
tion with the taxpayer’s business as to acquire a business
situs, or, in the absence of such a business situs, shall be
at the commercial domicile of the taxpayer; provided
that interest on securities and credits having a situs
in Louisiana received by a corporation from another

20

corporation which is controlled by the former through
ownership of fifty percent or more of the voting stock
of the latter, shall be allocated to the state or states in
which the real and tangible personal property of the
controlled corporation is located, on the basis of the
ratio of the value of such property located in Louisiana
to the total value of such property within and without
the state.

Royalties or similar revenue from the use of patents,
trademarks, copyrights, secret processes, and other simi-
lar intangible rights shall be allocated to the state or
states in which such rights are used. A mineral lease, roy-
alty interest, oil payment or other mineral interest shall
be allocated to the state in which the property subject to
such mineral interest is situated.

Income from construction, repair, or other similar ser-
vices shall be allocated to the state in which the work is
done.

For purposes of this Part only, estates, trusts, and part-
nerships having a corporation as a member or beneficia-
ry shall compute, allocate, and apportion their income
or loss within and without this state in accordance with
the processes and formulas prescribed by this Part, and
the share of any corporation member or beneficiary
in the net income or loss from sources in this state so
computed shall be allocated to this state in the return of
such corporation.

B. Net allocable income. Net allocable income or loss is com-
puted by subtracting the following from Louisiana gross
allocable income:

(1) Allexpenses, losses, and other deductions defined in R.S.
47:287.63 as allowable deductions which are directly
attributable to Louisiana gross allocable income.

(2) Aratable portion of such allowable deductions which are not
directly attributable to any item or class of gross income.

Amended by Acts 1993, No. 690, §1, eff. for all taxable periods
beginning after December 31, 1992.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.
Amended by Acts 1987, No. 53, §1; Acts 2002, No. 16, § 1, eff.
June 7,2002 ; Acts 2005, No. 401 § 1.
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LAC61:1.1130. Computation of Net Allocable Income ii.

From Louisiana Sources
A. Allocation of items of income and loss. R.S. 47:287.93 provides

The value of Louisiana real and tangible property
and real and tangible property within and without
the state shall be the average value of such property at

that items of gross allocable income or loss shall be allocated
directly to the state or states within which such items of income
are earned or derived. The statute attributes every item of gross
allocable income to a location and does not allow for any unal-
located items of income. The principles embodied in the statute
and this regulation are that items of allocable income from the
use of tangible assets are allocated to the location of the tangible
asset at the time of the use; income from the use of intangible
assets is allocated to the business situs of the intangible asset, or
in the absence of a business situs, to the commercial domicile of
the corporation; and items of allocable income from services are
allocated to the location at which the service was performed.

1. Rents and Royalties from Immovable or Corporeal
Movable Property

a.  Rents and royalties from immovable or corporeal mov-
able property shall be allocated to the state where such

property is located at the time the income is derived.

b.  Rents or royalties from incorporeal immovables,
such as mineral interests, are allocated to the state in
which the property subject to the interest is located.

2. Interest from Controlled Corporation
a.  Under the provisions of R.S 47:287.738(F)(2), a

corporation may elect to pay tax on interest income
from a corporation that is controlled by the former
through direct ownership of SO percent or more of the
voting stock of the latter.

b.  The election is made for each taxable period by employing

the method on the return or amended return.

¢. 1f the election is made, interest from securities and
credits that is received by the electing corporation from
another corporation controlled by the former through
the direct ownership of S0 percent or more of the vot-
ing stock of the latter, shall be allocated to the state or
states in which the real and tangible personal property
of the controlled corporation is located. The allocation
shall be made on the basis of the ratio of the value of
such property located in Louisiana to the value of such
property within and without the state, as follows:

i.  Real and tangible personal property includes all such
property of the controlled corporation regardless of
whether the property is idle or productive and regard-
less of the nature of the income that it produces.
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the beginning and close of the taxable period, deter-
mined on a comparable basis. If the average value
does not fairly represent the average of the property
owned during the year, the average value shall be
obtained by dividing the sum of the monthly balances
by the number of months in the taxable period.

itt. Value of Property to Be Used

(a). For purposes of this Subsection, the value of
property to be used shall be determined using
one of the following methods. The taxpayer will
choose which valuation method to use on the first
return filed following the effective date of this
regulation on which a R.S. 47:287.738(F)(2)
election is made by employing the chosen valua-
tion method on the tax return. Once a valuation
method is chosen, this valuation method must be
used on all future returns upon which the R.S.
47:287.738(F)(2) election is made and cannot
be changed without the approval of the secretary
upon the showing of good cause.

(i).  The value of property is cost to the taxpayer, less
a reasonable reserve for depreciation, amortiza-
tion, depletion, and obsolescence, or

(ii). The value of property is cost to the taxpayer, so

long as the property continues to be used in the

taxpayer’s trade or business.

(iii). The value of property is the value reflected on
the taxpayer’s books, so long as the value is not
below zero.

(b). The secretary may require a different method
of valuation or adjust reserves if the method
elected by the taxpayer does not reflect the fair

value of the property.

3. Royalties or Similar Revenue Received for the Use of
Patents, Trademarks, Copyrights, Secret Processes, and
Other Similar Intangible Rights

a.  Royalties or similar revenue received for the use of
patents, trademarks, copyrights, secret processes, and
other similar intangible rights shall be allocated to
the state or states in which such rights are used. The
use referred to is that of the licensee rather than that
of the licensor.
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i.  Example: X Company, Inc, a Delaware
corporation with its commercial domicile in
California, owns certain patents relating to the
refining of crude oil, which at all times were
kept in its safe in California. During 2006, the
X Company, Inc. entered into an agreement
with the Y Corporation whereby that com-
pany was given the right to use the patents at its
refineries in consideration for the payment of a
royalty based upon units of production. The Y
Corporation used the patents exclusively at its
Louisiana refinery and paid the X Company,
Inc. the amount of $100,000.00 for such use.
The entire royalty income of $100,000.00 is
allocable to Louisiana.

ii.  Example: ABC Company, Inc. is a trademark
holding company incorporated in Delaware
that owns certain trademarks relating to the
sale of retail goods and/or services. In 2005,
ABC entered into a licensing agreement with
XYZ Retail Co. in which XYZ was authorized
to use the trademark in exchange for consider-
ation of royalty payments. In 2006, XYZ used
the trademark to promote the sale of retail goods
and)/or services in Louisiana. The royalty pay-
ment attributable to the Louisiana stores was
$250,000.00. ABC must allocate the royalty
income of $250,000.00 to Louisiana.

Income from a mineral lease, royalty interest, oil pay-
ment, or other mineral interest shall be allocated to
the state or states in which the property subject to such
mineral interest is situated.

4. Income from Construction, Repair, or Other Similar
Services

a.

Income from construction, repair, or other similar
services is allocable to the state or states in which the
work is done.

The phrase other similar services means any work
that has as its purpose the improvement of immov-
able property belonging to a person other than the
taxpayer where a substantial portion of such work is
performed at the location of such property.

i. It is not necessary that the services rendered
actually result in the improvement of the
immovable property.

ii.  Mineral Properties. For the purpose of this
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Section, mineral properties, whether under lease
or not, constitute immovable properties. Thus,
the drilling of a well on a mineral lease is con-
sidered to have as its purpose the improvement
of such property notwithstanding the fact that
the well may have been dry.

Examples of other similar services include, but are not
limited to:

i.  landscaping services;

ii.  the painting of houses;

iit.  the removal of stumps from farmland; and

iv.  the demolition of buildings.

B. Deduction of expenses, losses and other deductions. From the
total gross allocable income from all sources and from the gross
allocable income allocated to Louisiana there shall be deducted
all expenses, losses, and other deductions, except federal income
taxes, allowable under the Louisiana income tax law that are
directly attributable to such income plus a ratable portion of
the allowable deductions, except federal income taxes, that are
not directly attributable to any item or class of gross income.

1. Interest Expense

a.

The method of allocation and apportionment for
interest set forth in these regulations is based on the
approach that money is fungible and that interest
expense is attributable to all activities and property
regardless of any specific purpose for incurring an obli-
gation on which interest is paid. Exceptions to the fun-
gibility method are set forth in LAC 61:1.1130.B.1.b.
The fungibility approach recognizes that all activities
and property requive funds and that management
has a great deal of flexibility as to the source and use
of funds and that the creditors of the taxpayer look to
its general credit for repayment and thereby subject the
money loaned to the risk of all of the taxpayer’s activi-
ties. When money is borrowed for a specific purpose,
such borrowing will free other funds for other purposes,
and it is reasonable under this approach to attribute
part of the cost of borrowing to such other purposes.
Consistent with the principles of fungibility, except
as otherwise provided, the aggregate of deductions for
interest in all cases shall be considered related to all
income producing activities and assets of the taxpayer
and, thus, allocable to all the gross income that the
assets of the taxpayer generate, have generated, or could
reasonably have been expected to generate.
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Exceptions to the fungibility method are allowed in
the same circumstances that exceptions are allowed by
IRC § 861 and the regulations promulgated thereun-

der. These exceptions include:

i.  the direct allocation of interest expense to the
income generated by certain assets that are sub-
Ject to qualified nonrecourse indebredness;

ii.  thedirect allocation of interest expense to income
generated by certain assets that are acquired in
integrated financial transactions.

Interest Expense Applicable to Louisiana Gross
Allocable Income. Interest expense that is applicable
to assets that produce or that are held for the pro-
duction of Louisiana gross allocable income shall be
an item of deduction in determining net allocable
income or loss from Louisiana.

i.  Except as otherwise provided, the amount of
interest that is applicable to such assets shall be
determined by multiplying the amount of inter-
est expense applicable to total allocable assets,
determined without reference to the income
limitation in the case of investments in U.S.
government bonds and notes held as temporary
cash investments, by a ratio, the numerator of
which is the average value of assets that produce
or that are held for the production of Louisiana
allocable income and the denominator of which
is the average value of assets that produce or that
are held for the production of allocable income

within and without Louisiana.

it.  When Louisiana net apportionable income is
determined on the separate accounting method,
refer to LAC 61:1.1132.C.2 for rules pertaining
to the determination of the amount of interest
expense applicable to Louisiana allocable income.

Interest Expense Applicable to Total Allocable Assets

i.  Interest expense applicable to total allocable
assets is interest expense that is applicable to
assets that produce or that are held for the pro-
duction of allocable income within and without
Louisiana.

ii.  When a R.S. 47:287.738(F)(2) election is
made, assets that produce or that are held for
the production of allocable income will include
direct investments in 50 percent or more owned
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subsidiaries (other than normal trade accounts
receivable) whether or not such investments,
advances, or loans produce any income.

iit.  The amount of interest that is applicable to
assets producing or held for the production of
allocable income shall be determined by mul-
tiplying the total amount of interest expense by
a ratio, the numerator of which is the average
value of assets that produce or that are held
for the production of allocable income, and the
denominator of which is the average value of all
assets of the taxpayer.

iv.  Although income exempt from Louisiana
income tax, such as interest, is not taxable and
is therefore not included in allocable income, the
adjustment for the amount of interest expense
applicable to assets producing such income is
computed in the same manner as in the case of
assets producing allocable income.

(a). For convenience of computation such assets are
grouped with assets producing or held for the

production of allocable income.

(b). Whenever interest expense applicable to U.S.
government bonds and notes that are held
as temporary cash investments determined as
provided above, exceeds the amount of income
derived from such investments, the interest
expense that is attributable to such investments
shall be limited to the amount of income derived
[from such investments.

(c). Theamount of interest expense applicable to U.S.
government bonds and notes that are held as
temporary cash investments, determined without
reference to the income therefrom, is that portion
of the interest expense applicable to assets that
produce or that are held for the production of
allocable income, that the ratio of the average
value of U.S. government bonds and notes held
as temporary cash investments bears to the aver-
age value of all assets that produce or that are
held for the production of allocable income.

Investments in Stock of Controlled Corporations.
When a corporation holds stock in corporations
controlled by direct ownership of 50 percent or more
of the wvoting stock of the latter, the stock shall be

included in the numerator of the Louisiana interest
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i

expense computation as Louisiana assets based on the
Jfollowing allocation.

z.

7.

This stock is to be attributed as Louisiana assets
on the basis of the proportion of the respec-
tive amounts of income upon which Louisiana
income tax has been paid to all income, includ-
ing exempt income, earned everywhere of the
controlled corporation.

Stock held in corporations exempt from Louisiana
income tax shall not be included as a Louisiana
asset for the purpose of this computation.

Loans to Controlled Corporations.

L

(a).

(b).

1.

(a).

(b).

When a R.S. 47:287.738(F)(2) election is made
and the electing corporation loansinterest-bearing
funds to corporations controlled by direct owner-
ship of SO percent or more of the voting stock of
the controlled corporation, the receivable shall
be included in the numerator of the Louisiana
interest expense computation as Louisiana assets
based on the following allocation.

These receivables are to be attributed as
Louisiana assets on the basis of the ratio of the
value of the controlled corporation’s real and
tangible personal property located in Louisiana
to the value of such property within and without
Louisiana.

For the purpose of the allocation, real and tangi-
ble personal property includes all such property of
the controlled corporation regardless of whether
the property is idle or productive and regardless
of the nature of the income that it produces.

Receivables Resulting from Loans of Non-
Interest Bearing Funds. When a R.S.
47:287.738(F)(2) election is made:

Receivables resulting from loans of non-interest
bearing funds to controlled corporations are
deemed to be assets producing or held for the
production of allocable income for the purpose
of determining the amount of interest expense
applicable to assets that produce or that are
held for the production of allocable income from

sources within and without Louisiana.

When receivables resulting from loans of non-
interest bearing funds to controlled corpora-
tions have a Louisiana business situs, or, in the
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absence of a business situs, the lending corpora-
tion has a Louisiana commercial domicile, such
receivables shall not be included in the numera-
tor of the interest expense allocation formula for
the purpose of LAC 61:1.1130.B.1.c., unless the
secretary, in order to clearly reflect Louisiana
apportionable and allocable net income, imputes
interest income on such receivables.

g Average Value

z.

7.

Except as otherwise provided in this section,
average value shall mean the value at the begin-
ning of the taxable period plus the value at the
end of the taxable period, the sum of which is
divided by two.

If the average value as calculated above does
not fairly represent the average of the property
owned during the year, the average value shall
be obtained by dividing the sum of the monthly
balances by the number of months in the tax-
able period.

h.  Value of Property to Be Used

z.

(a).

(b).

(c).

7

778

For purposes of this Subsection, the value of
property to be used shall be determined using
one of the following methods. The taxpayer will
elect which method to use on the first income
tax return filed for the taxable period following
the taxable period in which these regulations
take effect by employing the elected method on
the tax return. Once made, the election is irre-
vocable, without the approval of the secretary
upon the showing of good cause.

The value of property is cost to the taxpayer, less
a reasonable reserve for depreciation, amortiza-
tion, depletion, and obsolescence, or

The value of property is cost to the taxpayer, so
long as the property continues to be used in the
taxpayer’s trade or business, or

The value of property is the value reflected on
the taxpayer’s books, so long as the value is not
below zero.

The secretary may require a different method
of valuation or adjust reserves if the method
elected by the taxpayer does not reflect the fair
value of the property.

Intangible assets that produce or that are held
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for the production of allocable income within
and without Louisiana may acquire a business
situs in more than one state. The percentage of
the value of the asset that is to be attributed to
Louisiana is a_factual determination required
to be made with respect to each asset and will
take into consideration such factors as:

(a). the number of locations at which the asset is
used,

(b). the number of days during the taxable period

the asset is used within and without Louisiana,

(c). the amount of income that the asset generated
within and without Louisiana, and

(d). the earning power of the asset at the time the
interest expense is generated.

i.  Examples. The following examples are applica-
ble for both foreign and domestic corporations.

(a). Example 1. The XYZ Corporation has incurred
interest expense in the amount of $150,000.00
during the year 2006 and has not elected to
treat interest income ﬁom S0 percent or more
owned subsidiaries as taxable income. The sub-
sidiary of XYZ Corporation earns no income
in Louisiana. During 2006 XYZ Corporation
derived total allocable and exempt income and
Louisiana allocable income as follows:

continued on next page....
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Louisiana Total
“Interest from 80% OWNEd SUDSIAIATY .........ceeueeeevecveieieiseisiisisis et $0 e, $10,000
Interest (interest Hearing cHOcRing)............wueiuveenevuveineisiiinissiiseiiseiseisssssssse s Y/ N $5,000
FDZUGACTIAS e eeeeee et et e te e e e te et et et e seese et et estesees e et et et eseassas st et eseasaassatententeneene st et eneeneene $O oo $5,000
INEL VI LTCOTILE «veeeeeeeeeeeeeeeeeeteeeae et seate et e et seaeseatssatsssts st s satsastasstssatsessassssssssessesssssssesans $10,0000.....ueeeeeeeeeeeeeeeaennn $10,000
Trademark r0Yalt (HCOME ...ttt $4,000........oneoueeeeeeieenn. $10,000
TOLAL wveeeeeeeeeeeeeeeeeeeee e ee v e e e e et e es e et e e esees e et e s e s esass s et easensessesaaseaseasensessesaasansansensesenseaseasessessesensensens SI4,000..ueesieceeeeeeeerserannn, $40,000

*Exempt but included with allocable income only for convenience in computing the applicable expense.

Its assets, liabilities, and net worth as of January 1, 2006, and December 31, 2006, were as follows:

1/1/06 12/31/06
Assets:
Cash (CUTTENCY 07 DATE) ...ttt $10,000..ceeeeeeeeeeeesaan. $10,000
Cash (non-interest bearing (heCking).............vveeeeereurerseeoneereiseesesesessesseissssssssssssesssasssesas 90,000.........ooooneeeeeevennenn.. $140,000
Cash (interest Hearing chECking) ..........uveneeoreureuseeereseseiseseseesssssissssesssssesssassassssssanes $110,000....eeeseeeeeeene.. $220,000
ACCOUTLS FOCCTVADLE «.eeeeeeeeeseeeeeeeeeeeeeeeeeseeeeeeereeeeeeeveeeeetsesetssestssssessssetsasstsssnsssensassasassssnsas $780,000.........ooooeeeveueeunann.. $800,000
TIUUCTLLOVEES ettt e e et et e e e e e eeteeae e e e st asassseeseeeseentsseasasstsassaseeneesassasstasssanens $600,000.........oooueeeeeen. $1,000,000
Stocks — 80% OWNEA SUDSIAIATY ...ttt $100,000......eeeeeeeeeeeene.. $100,000
TV AACTEATF oot ee e et et e e e e et et et e e eseas et et e s esses s et e e et e s asseeeseesessansanaaeeeeaen $80,000.....ueeeeeeeeeeeeeeaan. $80,000
L0an 10 80% 0WNEA SUBSIALATY ...ttt et $310,000......eeeeeeeeeeeeeene.. $430,000
Real estate (Yental ProPerty) ... mmeseeeeeeeseseseiseseiseiseiseie e $100,000..........ccoceeeeennne. $100,000
LCSS AEPTECIALION TESETVE ..ottt $20,0000.....cuueeeeeeeeeeeeeeeaen, $25,000
INCE ettt ettt ettt sttt s bttt ettt e ettt et et et e ae et et et et e at et et et et e e eteatententeneerens $80,000.......ocuoeeeeereererrne. $75,000
ROGL CSEALE et e e et et et e e ee et et e e esseaaae et et e s eaaaeeate st e s eseeasaneneeeeas $5,000,000..............covuun..... $5S,125,000
LCSS AEPTECIALION TESETVE ..ottt $1,080,000............uoouuu...... $1,300,000
INCE ettt e sttt sttt ettt ettt e et et e et a e et et et et ent e st etetetenteneeaeas $3,920,000...........ccocueeerere. $3,825,000
TOLAL ASSCLS ..t ss sttt sttt sttt et as s s s st s $6,080,000................... 36,680,000
Liabilities and Net Worth:
ACCOUNLS PAYADLC ... $400,000.............oocueen.... $1,000,000
BOTUS ceeveveeeeeeeeeeeeeeveee ettt ettt ettt ettt r st anarnaraneas $3,000,000............euuu.... $3,000,000
TOLAL LZADIITLIOS oot e e et e e et et eee e e e et e eae st e e e ene e s eetaseeeseeseenaseaeenes $3,400,000...............ooeo......... $4,000,000
CAPTLAL SEOCK .. $2,080,000...........uueeeeee...... $2,080,000
EQYROA SUTPIS ...ttt $600,0000.....oeeeeeeeeaeann.. $600,000
INCE QOTED e et et e e e et e s e e e et e s e et et e ase e e et eeeseaseateaae et e esseseeaneaaaseen $2,680,000.............euu....... $2,680,000
Total Liabilities and INet WOrth ..........cceeeeeeeeeerevsieresisisisisieeieiesessssssssssssssssssssssssssesanes $6,080,000................... $6,680,000

26



LAC 61:1.1130

Corporation Income Tax
Statutes and Regulations

The amount of interest that is applicable to the assets that produce or are held for the production of allocable or exempt income within
and without Louisiana is $18,633.00, determined as follows:

Allocable Assets Total Assets

1/1/06 12/31/06 1/1/06 12/31/06
Loan to 80% owned subsidiary ............uveeevecvrevenernerireaean. $310,000................ $430,000.............. $310,000................ $430,000
Cash (interest bearing checking) ..............uueccevevuvcenirnirnane. $110,000................ $220,000.............. $110,000................ $220,000
Rental property (1) .....eeeveereeeereneeerserernerseneisesevnesneseeans $80,000.................. $75,000................. $80,000................ $75,000
Stock — 80% owned subsiciary ..............vevevevierccsiin $100,000................ $100,000............... $100,000................ $100,000
TV AACTIATIE ASSCL eeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeseeeesstesessssasanes $80,000.................. $80,000................ $80,000.................. $80,000
OLDOF ASSCLS eeeeeeeeeeeeeeeeeeeeeeeeeereteeeeees et seteeessessstsstesssessestestsasesssesseneen 80 e, $0............ $5,400,000............. $5,775,000
TOLALS eveveeeeeeeeeeeeeeeeereeev e eseve e eve e sass s s $680,000................ $905,000............ $6,080,000............. $6,680,000
Todo06 LOLALS oot et e e st et e s e sssases et essasasasasenes $680,000 ......ouoeeeeeevereeeeeeerererrrann $6,080,000
TUOLALS et e e e e et e e e et et e e e e et eee e e s et e e s s eas et aeaeeas e et e e s et et anae et eeaeanen $1,585,000 ..., $12,760,000
LAVETAGO. e e 8792500 .o, $6,380,000
RALIO oottt ettt ettt ettt et a b ettt e ht b e At et a s e A et et st h e A e e A et a e h e e b e e s et et e st e s e e b et et et e seeaenaentan 12422
Interest expense attributed to total allocable or exempt assets (12422 X $150,000) ..........ceeeeeeeeeneerereerereerernerernerseneareneees $18,633

The amount of interest expense that is applicable to the assets that produce or are held for the production of Louisiana allocable income
is $2,668.00 determined as follows:

Louisiana allocable assets:

Janutary 1, 2006 — REBLAL PTOPETLY .......ueueeeeeeeeeieisiiiiie ettt st $80,000
anuary 1, 2006 — TYAACTIATR ASSCL ...ttt sttt $32,000
December 31, 2000 — RERIAL PYOPETLY c.....uvueeeeeeieiiiieiiieieieise sttt s st $75,000
**December 31, 2000 — TVAACTIATIE ASSCL cueeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeteseeeeseseeeeestssessesssessstestsssssesssstestsssssesssasestetsssssssssstestssssessen $40,000
TOLAL coeeeeeeeeeeeeeeeeeeeeeeee ettt ettt sttt et e e sttt et e Attt A e A bttt a ettt e Attt et et et e ettt et et s e bt et et et e aeananane $227,000
Average Louisiana AlloCable ASSets .............ucucuncuniuniuiieieicieiceisesereses ettt $113,500
AVErage t01al ALLOCADIC ASSELs ... $792,500
Ratio of Louisiana average to total average allocable Assets.............uucucuneuniuniuieiiiicicciceisciseseses e 14322
Interest expense attributed to total allocable 0F eXCMPE ASSELS..........cucueueuveieieieiciiiscseste s $18,633
Interest expense allocated to Louisiana allocable assets (14322 x $18,633) ..cvvureeeereuneereeeerernereeineireriesiseisessesissasessesssassasesssanes $2,668

“*For purposes of this example, it has been assumed that the ratio of trademark royalties for the prior month from Louisiana sources to
total trademark royalties for the prior month is representative of the value of the asset attributable to Louisiana at balance sheet date.
In December 2005, Louisiana trademark royalties were $480.00 and total trademark royalties were $1,200.00. In December 20006,
Louisiana trademark royalties were $550.00 and total trademark royalties were $1,100.00.
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(b). Example 2. Assume the same facts as Example 1 except that XYZ Corporation has elected under R.S.47:287.738(F)
(2) to treat interest income from its SO percent or more owned subsidiary as taxable allocable income. The ratio of
the value of real and tangible personal property of the controlled corporation located in Louisiana to the value of such
property within and without Louisiana is 10 percent for both the beginning and ending balance sheets. Therefore, 10
percent of the interest from the subsidiary is allocated to Louisiana and 10 percent of the receivable is attributed to
Louisiana. In addition, the ratio of the subsidiary’s income earned within Louisiana upon which Louisiana income
tax has been paid to income earned everywhere of the subsidiary in the prior and current years is five percent. Therefore
five percent of XYZ's investment in the subsidiary is attributed to Louisiana. Example 1 would change as follows:

i.  Total allocable and exempt income and Louisiana allocable income would be:

Louisiana Total
“Interest from 80% 0wned SUBSIAIATY...........ceceeeeeuneevieieieveieisesesereses s $L000..ueeseeeeeeeeeeeaaan. $10,000
“nterest (interest DEaring CPECRING) .........c..ccwwwveeeeuevoseieeiseisiiisissiseiise s B0 e $5,000
I D UBACTIAS oo e et e e e e et e et ee s e et e e e e e s et e s s e s et eaase e e et e aas et e aseass et e aaeeas e teeae et eataaaeetennaanrannen $O.oeoeieeeeeeieeeeeseieeieannn $5,000
INCL FOIUL GTECOTILC e e e e et e eeee et e e see e e e e eaeeaaeeeeaeaaseaessaseasseeseessassassenaseasessnenanenane $10,0000.....ueeeeeeeeeeeeeaann $10,000
Trademark r0Yalty (HCOME ...ttt $4,000........oeeeeeeeeeeeeennnn. $10,000
TOLAL oo ee e e e e e e e et e ese e e ees e et ees e s e e es s et e et e sessessaseas et e sessesaasansansensssenseasensessenseneasensens $15,000..cueeseeeeeeeeerseraann, $40,000

it.  The amount of interest that is applicable to the assets that produce or are held for the production of allocable or exempt
income within and without Louisiana remains $18,633.00, calculated in the same manner. The only difference is that
the loan to the subsidiary is now an allocable asset. The amount of interest expense that is applicable to the assets that
produce or are held for the production of Louisiana allocable income or to the portion of the investment in a 50 percent or
more owned subsidiary that has produced income that has been taxed by Louisiana is $3,656.00 determined as follows:

Louisiana allocable assets:

January 1, 2006 — REBLAL PTOPETLY .......ueueeeeeeecieiseieiisiieiieie ettt sttt $80,000
Janttary 1, 2006 — TYAACTATR ASSCL ...ttt sttt $32,000
anuary 1, 2000 — S0Ck Of SUOSIAIATY ...ttt $5,000
January 1, 2006 — LOan 10 SUDSIAIATY ...........ueececeeeseieiiiieiiieieieieesetst ettt $31,000
December 31, 20006 — RENIAL PrOPETLY .......evureeeeeevcieiseisiisiisisie ettt $75,000
Decernher 31, 20006 — THAACTIATI ASSCL c.veeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeteeeeeeeetestesteessesssstetesesssssestsstesssssssestestetesessessessesteseesessessen $40,000
**December 31, 2006 — St0ck Of SUDSIAIATY ..ottt $5,000
December 31,2000 — LA 10 SUDSIAIATY .........cueeeeeeeeeeeisiisiisiiieicic ettt $43,000
TOLAL ettt e et et ettt et et a ettt ettt ettt et e At et et a ettt et et ettt et et et ear st et et e s s ar ettt eaeaeas $227,000
Average Louisiana allocable Sets ...ttt $155,500
AVErage t01al ALOCADIE ASSELs ... $792,500
Ratio of Louisiana average to total average allocable Assets...............uuuneuneueuiuiuiiciciciciscisisesesis s 19621
Interest expense attributed to total allocable 07 exXCINPE ASSELs...........ocoeueueeiiiiiiciccsesestt e $18,633
Interest expense attributed to Lonisiana (19621 x $18,633).....cuceerereeereeireirereeireineveeiseasesssaseasessesssasessessssissasesassasssssssssansanes $3,656

* Taxpayer has elected to be taxed on certain interest income.

** Exempt but included only for convenience in computing the applicable expense.
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2. Overbead Expense

a.

Overhead Expense Attributable to Total Gross
Allocable Income Derived from Rent of Immovable
or Corporeal Movable Property or from Construction,
Repair, or Other Similar Services.

i.  Overhead expense attributable to Louisiana
gross allocable income derived from rent of
immovable or corporeal movable property and
from construction, repair, or other similar ser-
vices shall be deducted from such income for the
purposes of determining Louisiana net allocable
income or loss from such items of income. The
amount of overhead expense attributable to
such income shall be determined by multiplying
overhead expense attributed to total gross allo-
cable income derived from rent of immovable
or corporeal movable property and from con-
struction, repair, or other similar services by the
arithmetical average of two ratios, as follows:

(a). the ratio of the amount of Louisiana gross allo-
cable income derived from rent of immovable or
corporeal movable property and from construc-
tion, repair, or other similar services to total

gross allocable income from such sources.

(b). the ratio of the amount of direct cost incurred
in the production of Louisiana gross allocable
income derived from rent of immovable or cor-
poreal movable property and from construction,
repair, or other similar services to total direct

cost incurred in the production of such income.

ii.  Overhead expense attributable to total gross
allocable income derived from rent of immov-
able or corporeal movable property or from
construction, repair, or other similar services
shall be deducted from such income for the pur-
poses of determining total net allocable income
or loss from such items of income. The amount
of overbead expense attributable to such income
shall be determined by multiplying total over-
head expense by the arithmetical average of two
ratios, as follows:

(a). the ratio of the amount of rotal gross allocable
income derived from rent of immovable or cor-
poreal movable property and from construction,
repair, or other similar services to total gross

income derived from all sources.
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(b). the ratio of the amount of direct cost incurred
in the production of total gross allocable income
derived from rent of immovable or corpore-
al movable property and from construction,
repair, or other similar services to total direct
cost incurred in the production of gross income
[from all sources.

iit.  Ifthe taxpayer has not maintained documents or

records sufficient to compute the ratios required

by this Subparagraph, the secretary shall, upon
examination, determine the method by which
to attribute overhead expense.

b.  Overhead Expense Attributable to All Other Items of
Gross Allocable Income. Overbhead expense attribut-
able to items of gross allocable income derived from
sources within and without Louisiana, except gross
allocable income from rent of immovable or corpo-
real movable property or from construction, repair
or other similar services, may be determined by any
reasonable method that clearly reflects net allocable
income from such items of income.

3. Generally, direct and indirect expenses, other than inter-
est expenses, attributed to allocable income from foreign
sources for federal purposes are deductible in arriving at
total net allocable income. Expenses, other than interest
expenses, sourced pursuant to federal law and regulations
to allocable income from foreign sources are presumed to be
actual expenses attributed to such income.

C. This regulation shall not restrict the authority of the secretary
to adjust the allocation of items of income and expense when
the secretary determines that such adjustments are necessary in
order to clearly reflect the taxpayer’s Louisiana income.

AUTHORITY NOTE: Promulgated in accordance with R.S.
47:287.81, R.S. 47:287.92, R.S. 47:287.93, R.S. 47:287.78S,
and R.S. 47:1511.

HISTORICAL NOTE: Promulgated by the Department of
Revenue, Feb. 1988, Repromulgated March 2004 and amended
in LR 32:410 (March 2006).

R.S. 47:287.94. Computation of net apportionable
income from Louisiana sources
A. Total net apportionable income. Total net apportionable

income or loss is computed by subtracting the following
from gross apportionable income:
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(1) Allexpenses, losses, and other deductions defined in R.S.
47:287.63 as allowable deductions which are directly
attributable to gross apportionable income.

(2) A ratable portion of such allowable deductions which are not
directly attributable to any item or class of gross income.

. Apportionment to Louisiana. Net apportionable income or
loss is computed by multiplying the total net apportionable
income or loss by the Louisiana apportionment percent deter-
mined in accordance with the provisions of R.S. 47:287.95.

. Separate accounting of apportionable income. In lieu of
the apportionment as provided in this Section, a taxpayer
may apply to the secretary for permission to compute the
net apportionable income derived from sources in this state
by means of the separate accounting method. The secretary
shall grant such permission if the taxpayer shows that the
apportionment method produces a manifestly unfair result,
and that the unit of the taxpayer’s business operating in this
state could be successfully operated independently of the
units in other states, and makes all of its sales in this state or
derives all of its gross revenues from sources in this state, and
any merchandise or products sold by the unity in this state
are either:

(1) Produced by the taxpayer in Louisiana;

(2) Purchased by the taxpayer from nonaffiliated sources
within or without this state;

(3) Purchased from an affiliated source at not more than
the price at which similar merchandise or products in
similar quantities could be purchased from nonaffili-
ated sources; or

(4) Transferred from another department of the taxpayer’s
business at not more than the actual cost to the taxpay-
er; or where it is otherwise shown to the satisfaction of
the secretary that the apportionment method produces
a manifestly unfair result and that the separate account-
ing method produces a fair and equitable determination
of the amount of net income taxable in this state.

. If such permission is granted by the secretary, the taxpayer
shall compute the net apportionable income derived from
sources in this state by means of a separate accounting
method which shall comply with the regulations to be
prescribed by the secretary. When a taxpayer has secured
permission to employ the separate accounting method, a
change to the method of apportionment shall not be made
for any subsequent year without securing the permission of
the secretary.
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E. When the secretary finds that the use of the apportionment

method by a taxpayer produces a manifestly unfair result
and that the separate accounting method would more equi-
tably determine the amount of net income derived from
sources in Louisiana, the secretary may require that the
separate accounting method be used in such cases.

. Whenever there is a dispute between the taxpayer and the

secretary as to whether the separate accounting method or
the apportionment method should be used, the burden shall
be upon the party urging the use of the separate accounting
method to show that the apportionment method produces
a manifestly unfair result.

. In any case where the secretary requires that a taxpayer

change to the separate method of accounting, the secretary
may, absent the negligence of the taxpayer and upon a
showing of reasonable cause by the taxpayer, remit or waive
payment of the whole or any part of any accrued interest
which would be due from such taxpayer with respect to any
additional taxes due as a result of the required change to
the separate method of accounting. The secretary shall not
waive any interest accruing thirty days after the first issuance
to the taxpayer of a proposed assessment in connection with
the change to the separate method of accounting,

. When net apportionable income is computed by means

of the separate accounting method, or at any time the
Louisiana apportionment percent is zero,profits or losses
from sales or exchanges of property not made in the regular
course of business shall be apportioned to Louisiana on the
ratio of gross income from Louisiana sources, other than
such profits or losses, to gross income of the corporation,
other than such profits or losses. When all of the gross
income of thecorporation is from such profits or losses, the
portion of the profits or losses from sales or exchanges of
property not made in the regular course of business attribut-
able to Louisiana shall be determined as follows:

(1) Profits or losses on sales or exchanges of tangible prop-
erty shall beattributed to Louisiana if the property was
located in Louisiana at the time of sale orexchange.

(2) Profits or losses on sales or exchanges of an ownership
interest in acorporation, partnership, limited liability
company, or other business organizationshall be attrib-
uted to Louisiana to the extent the assets of the orga-
nization, of which an ownership interest was sold, are
located in Louisiana at the time of the sale orexchange.
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(3) Profits or losses on sales or exchanges of a patent, trademark,
copyright, secret process, or other similar intangible right shall
be attributed to Louisiana to the extent of use of the right in
Louisiana compared to use everywhere.

(4) Profits or losses on sales or exchanges of other intangible
assets, including debt instruments, shall be attributed to the
state in which the assets havetheir situs if they have been so
used in connection with the taxpayer’s business as to acquire a
business situs, or in the absence of such a business situs, to the
commercial domicile of the taxpayer.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.
Amended by Acts 1993, No. 690, §1, eff. for all taxable periods
beginning after December 31, 1992; Amended by Acts 2002, No.
16,§ 2, eft. June 7, 2002. Amended by Acts 2005, No. 401§1,eff.
for taxable periods beginning after December 31, 2005.

LAC 61:1.1132. Computation of Net Apportionable

Income from Louisiana Sources
A. General

1. From the total gross apportionable income there shall be
deducted all expenses, losses and other deductions except
federal income taxes, allowable under this Chapter, which
are directly attributable to such income, and there also
shall be deducted a ratable portion of allowable deduc-
tions, except federal income taxes, which are not directly
attributable to any item or class of gross income. Direct
and indirect expenses attributed to total allocable income
derived from foreign sources, for federal purposes, are not
deductible in arriving at total net apportionable income.
Expenses sourced pursuant to federal law and regulations
to allocable income from foreign sources are presumed to be
attributed to such income.

2. R.S. 47:287.94 provides two methods for computing the
amount of net apportionable income from Louisiana
sources, viz., the apportionment method and the separate
accounting method. The apportionment method must be
used unless it produces a manifestly unfair result and the
conditions prescribed by R.S. 47:287.94 are met. Where
the apportionment method is utilized, the apportionment
percentage must be applied to the total apportionable net
income without exception. For rules pertaining to the deter-
mination of the apportionment percentage refer to §1134.

B. Separate Accounting Method; Permission Obtained from
Secretary. Any taxpayer desz'ring to use the separate accounting
method in determining the portion of the total net apportion-

31

able income derived from Louisiana sources must first obtain
permission from the secretary to use that method. A written
request for such permission should be submitted to the secre-
tary not more than 30 days after the close of the taxable year
for which the first use of the separate accounting method is to
be made if the permission is granted. The secretary will grant
such permission if the taxpayer demonstrates to his satisfac-
tion that the apportionment method as applied to the business
operations of the taxpayer would produce a manifestly unfair
result, that the separate accounting method produces a fair and
equitable determination of the amount of net income taxable
by Louisiana, and that the other conditions of R.S. 47:287.94
are met. The application of the taxpayer must be accompanied
by the following information:

1. a complete description of the nature of the business opera-
tions of the taxpayer in Louisiana;

2. a complete description of the nature of the business opera-
tions of the taxpayer in other states;

3. a comprehensive statement as to the sources of goods or
commodities sold by the taxpayer in Louisiana;

4. a comprehensive statement as to the disposition of goods or
commodities produced by the taxpayer in Louisiana;

5. a computation for the preceding taxable year showing the
Louisiana net apportionable income on the apportion-
ment basis and on the separate accounting basis;

6. astatement of the particular circumstances in the taxpayer’s
business operations and the particular factors or elements
in the apportionment formula which give rise to the differ-
ence between the amounts of Louisiana net apportionable
income as computed under the two methods;

7. a statement as to whether the circumstances, factors, and
elements mentioned in §1132.B.6 are relatively perma-
nent so that the two methods would reasonably be expected
to yield similar differences in results each year, or whether
in the ordinary course of the taxpayer’s business those cir-
cumstances have changed from time-to-time and may be
expected to do so in the future; and

8. any other information which the taxpayer may consider
pertinent.

C. Separate Accounting of Apportionable Income.

1. When the separate accounting method is used, the net
apportionable income taxable in Louisiana shall be deter-
mined by deducting from the gross apportionable income
from sources in Louisiana all costs and expenses directly
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attributable to such income and a ratable part of overhead
expenses and other expenses which are attributable in part
to the Louisiana gross apportionable income.

When Louisiana net apportionable income is determined
on the separate accounting method, interest expense appli-
cable to Louisiana gross apportionable and allocable
income shall be deducted from such gross income for the
purposes of determining Louisiana net apportionable and
allocable income or loss. The amount of interest expense
applicable to Louisiana gross apportionable and allocable
income shall be determined by multiplying total interest
expense by a ratio, the numerator of which is the average
value of assets in Louisiana and the denominator of which
is the average value of all assets of the taxpayer.

For the purposes of this Paragraph, value to be used and
average value mean the same as defined in §1130.B.6 and
7. Special rules as provided in §1130.B.12 also apply to
this Section.

When Louisiana net apportionable income is determined
on the separate accounting method, overhead expense shall
be deducted from Louisiana gross apportionable income for
the purposes of determining Louisiana net apportionable
income or loss. The amount of such overhead expense shall
be determined by multiplying total overhead expense attrib-
utable to gross apportionable income by a ratio, the numera-
tor of which is the amount of direct cost incurred in the
production of Louisiana gross apportionable income deter-
mined on a separate accounting method and the denomina-
tor of which is total direct cost incurred in the production of
gross apportionable income from all sources. For the purpose
of this Paragraph, the secretary is authorized to adjust the
amount of overhead expense allocated to Louisiana gross
apportionable income if he determines that such action is
necessary in order to clearly reflect Louisiana apportionable
net income. For rules pertaining to the determination of the
amount of overhead expense attributable to gross allocable
income refer to §1130.B.8, 9 and 10.

Income from Natural Resources. If the separate accounting
method is used by a taxpayer whose business includes the

production of natural resources, such as oil, gas, other liquid
hydrocarbons, or sulphur, (a) which are sold by the taxpayer

prior to refining or processing, or (b) which are transported
by the taxpayer into or from the state of Louisiana for refin-

ing or processing prior to sale and at the time of production

or transfer into or from this state have an ascertainable

market value, the Louisiana net apportionable income of
such taxpayer shall be computed as set forth below.
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a.

The gross apportionable income of the taxpayer from
sources in Louisiana shall be determined by dividing
the activities of the taxpayer into three classes:

i.  the production of natural resources;

ii.  the marketing of refined or manufactured prod-
ucts; and

iii.  all other activities.

The Louisiana gross apportionable income from the
production of natural resources shall include:

i.  sales of natural resources produced in Louisiana
and sold in this state;

ii.  the market value, at the time of transfer, of all
natural resources produced in this state and
transferred by the taxpayer to another state for
sale, refining, or processing, provided that if the
natural resources are sold by means of an “arm’s
length” transaction prior to refining or process-
ing, the market value prescribed herein shall
not exceed the selling price; and

iit.  the market value, at the time of transfer, of
all natural resources produced by the taxpayer
in Louisiana and transferred to a refinery
or processing plant of the taxpayer located in
Louisiana.

The Louisiana gross apportionable income from the
marketing of refined or manufactured products shall
be the amount of gross sales of such products in this
state. From such gross sales there shall be deducted,
in lieu of the usual deduction for cost of goods sold,
the market value of the products sold as of the time
of transfer into this state. In determining the market
value, the customary prices for the quantities trans-

ferred shall be applied.

The Louisiana gross apportionable income from all
activities in this state other than the production of
natural resources and the marketing of refined or
manufactured products shall include all sales and
other apportionable revenues derived in this state
from such other activities.

The net income of the taxpayer from each of the three
classes of income set forth in §1132.C.5.b, ¢, and d
shall be determined by deducting from each such class
of gross income all allowable deductions directly attrib-
utable to the production of such income and a ratable
part of all allowable deductions which are attributable
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in part to the production of such class of income.

6.  For the purpose of this Section, a natural resource shall be
deemed to be sold in Louisiana if it is located in this state
at the time title thereto passes to the purchaser.

In the absence of specific proof of the value of natural
resources at the time of transfer from or into this state,
the value of the natural resources at the time of produc-
tion, to be determined in accordance with the methods
prescribed for the determination of “gross income from the
property” for purposes of percentage depletion under R.S.
47:287.745(B), shall be deemed to be the market value at
the time of transfer.

D. Change from Separate Accounting to Apportionment Method.
A taxpayer who has obtained permission to use the separate
accounting method, or who has been required by the secretary
to use that method, shall continue to use that method for suc-
ceeding taxable years until a change occurs in the nature of
the taxpayer’s operations which would warrant a change in
accounting method. When such a change occurs, the taxpayer
shall report the facts to the secretary not later than 30 days
after the close of the taxable year in which the change occurred.
If the secretary finds, on the basis of the facts reported by the
taxpayer or otherwise obtained by the secretary, that the appor-
tionment method should be used, the taxpayer will be notified
to use that method for the year in which the change in opera-
tions occurred. The apportionment method shall then be used
until a change is made pursuant to R.S. 47:287.94.

AUTHORITY NOTE: Promulgated in accordance with R.S.
47:287.94.

HISTORICAL NOTE: Promulgated by the Department
of Revenue and Taxation, Income Tax Section, LR 14:104
(February 1988).

R.S. 47:287.95. Determination of Louisiana appor-
tionment percent

A. Air transportation. The Louisiana apportionment percent
of any taxpayer whose net apportionable income is derived
primarily from the business of transportation by aircraft
shall be the arithmetical average of two ratios, as follows:

(1) The ratio of the value of immovable and corporeal
movable property, other than aircraft, owned by the
taxpayer and located in Louisiana to the value of all
immovable and corporeal movable property, other than
aircraft, owned by the taxpayer and used in the produc-
tion of apportionable income.
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(2) The ratio of the amount of gross apportionable income
derived from Louisiana sources to the total gross appor-
tionable income of the taxpayer.

For the purposes of this Subsection, gross apportionable income
from Louisiana sources shall include all gross receipts derived
from passenger journeys and cargo shipments originating in
Louisiana and any other items of gross apportionable income or
receipts derived entirely from sources in this state.

B. Pipeline transportation. The Louisiana apportionment per-
cent of any taxpayer whose net apportionable income is
derived primarily from the business of transportation by
pipeline shall be computed by means of the ratios provided
in R.S. 47:287.95(F).

. Other transportation. (1)(a) The Louisiana apportionment
percent of any taxpayer whose net apportionable income is
derived primarily from the business of transportation, other
than by aircraft or pipeline, shall be the arithmetical average
of two ratios, as follows:

(i) The ratio of the value of immovable and

corporeal movable property owned by the
taxpayer and located in Louisiana to the value
of all immovable and corporeal movable prop-
erty owned by the taxpayer and used in the
production of apportionable income.
(i) The ratio of the amount of gross apportion-
able income from Louisiana sources to the
total amount of gross apportionable income
of the taxpayer.
(b) For the purposes of this Subsection, gross appor-
tionable income from Louisiana sources shall
include all such income that is derived entirely
from sources within the state and a portion of
revenue from transportation partly without and
partly within this state, to be prorated subject to
rules and regulations of the secretary, which shall
give due consideration to the proportion of service
performed in Louisiana.

For the purposes of this Subsection, the value of
immovable and corporeal movable property owned
by the taxpayer and used in Louisiana shall include
the value of all such property regularly situated in
this state, plus a pro rata of the value of all rolling
stock and other mobile equipment owned by the
taxpayer and used in the production of apportion-
able income, whether within or without this state,
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said proration to be made subject to rules and
regulations of the secretary, which shall give due
consideration to the mileage operated and traffic
density within and without this state.

(2)(a) Notwithstanding any other provisions of this Part

to the contrary, this Subsection shall not require the
apportionment of income to this state of any trucking
company whose Louisiana net income is derived solely
from the business of transportation by truck if during
the course of the income tax year:

(i) It does not own or rent any real or personal
property in this state, except mobile property.

(i) It makes no pickups or deliveries within this state.

(i) It makes no more than twelve trips into this state.

(b) As used in this Paragraph, the term “trucking
company” means a motor carrier as defined by the
provisions of R.S. 32:1(37) or R.S. 45:162(10),
or an express carrier which primarily transports
the tangible personal property of others by motor
vehicle for compensation.

D. Service enterprises. The Louisiana apportionment percent

of any taxpayer whose net apportionable income is derived

primarily from a service business in which the use of prop-
erty is not a substantial income-producing factor shall be the

arithmetical average of two ratios, as follows:

(1)

(2)

The ratio of the amount paid by the taxpayer for sala-
ries, wages, and other compensation for personal servic-
es rendered in Louisiana to the total amount paid by the
taxpayer for salaries, wages, and other compensation for
personal services in connection with the production of
the net apportionable income.

The ratio of the gross apportionable income of the tax-
payer from Louisiana sources to the total gross appor-
tionable income of the taxpayer.

For the purposes of this Subsection, the gross apportionable

income from Louisiana sources shall include the revenue from

services performed in this state, and any other gross income

derived entirely from sources within this state.

E. Repealed by Acts 2005, No 401 §2, eff. for taxable periods
beginning after December 31, 2005.

F. (1) Manufacturing, merchandising, and other business. The

Louisiana apportionment percent of any taxpayer whose net

apportionable income is derived primarily from the busi-

ness of transportation by pipeline or from any business not
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included in Subsections A through E of this Section shall be
the arithmetical average of three ratios, as follows:

(a) The ratio of the value of the immovable and corpo-
real movable property owned by the taxpayer and
located in Louisiana to the value of all immovable
and corporeal movable property owned by the
taxpayer and used in the production of the net
apportionable income.

(b) The ratio of the amount paid by the taxpayer for
salaries, wages, and other compensation for person-
al services rendered in this state to the total amount
paid by the taxpayer for salaries, wages, and other
compensation for personal services in connection
with the production of net apportionable income.

(c) The ratio of net sales made in the regular course
of business and other gross apportionable income
attributable to this state to the total net sales made
in the regular course of business and other gross
apportionable income of the taxpayer.

(2)(a) For taxable periods beginning on or after January 1,
1997, and ending on or before December 31, 2005, and
for the purpose of this Subsection, the Louisiana appor-
tionment percent of any taxpayer whose net apportion-
able income is derived primarily from the business of
manufacturing or merchandising shall be computed
by means of the ratios provided in Subparagraphs (1)
(a) through (c) of this Subsection, except that the ratio
of net sales as provided in Subparagraph (c) shall be
double-weighted or counted twice, and the Louisiana
apportionment percent shall be the arithmetical average
of the four ratios.

(b) For taxable periods beginning on or after January
1, 2006, and for the purpose of this Subsection,
the Louisiana apportionment percent of any tax-
payer whose net apportionable income is derived
primarily from the business of manufacturing or
merchandising shall be computed by means of a
single ratio consisting of the ratio provided for in

Subparagraph (1)(c) of this Subsection.

(c) The term “business of manufacturing or merchan-
dising” shall only include a taxpayer whose net
apportionable income is derived primarily from
the manufacture, production, or sale of tangible
personal property. The term “business of manufac-
turing or merchandising” shall not include:
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(i) A taxpayer subject to the tax imposed pursu-

ant to Chapter 8 of Subtitle II of Title 47 of

the Louisiana Revised Statutes of 1950.

(ii) Any taxpayer whose income is primarily
derived from the production or sale of unre-

fined oil and gas.

(iii) Any taxpayer defined as an integrated oil com-
pany per the United States Internal Revenue
Code - 26 USC 291(b)(4), or integrated oil
companies that refine, produce, and have mar-
keting operations, whose income in Louisiana
is principally derived from production and sale
of unrefined oil and gas, and who also engage
in significant marketing of refined petroleum
products in Louisiana. Provided, any taxpayer,
whose activities during the taxable year do not
include any “gross receipts from retail sales
of oil and/or natural gas”, or any “refinery
activities of oil and/or natural gas”, will not be
considered as an integrated oil company for
Louisiana tax purposes, not withstanding such
taxpayer may be a “related party” or a “member
of the federal consolidated group” under the
United States Internal Revenue Code.

(3) For the purpose of this Subsection, sales attributable to
this state shall be all sales where the goods, merchandise,
or property is received in this state by the purchaser. In the
case of delivery of goods by common carrier or by other
means of transportation, including transportation by the
purchaser, the place at which the goods are ultimately
received after all transportation has been completed shall
be considered as the place at which the goods are received
by the purchaser. However, direct delivery into this state
by the taxpayer to a person or firm designated by a pur-
chaser from within or without the state shall constitute
delivery to the purchaser in this state.

For the purpose of this Subsection, salaries, wages, and
other compensation for personal services paid by a tax-
payer whose principal office is located in Louisiana to
officers and employees responsible for the direction and
supervision of operations of the taxpayer partly within
and partly without Louisiana and salaries, wages, and
other compensation for personal services paid to gen-
eral office employees whose duties pertain to the opera-
tions of the taxpayer partly within and partly without
Louisiana shall be allocated in part to this state on the
basis of the ratio of the amount of direct operating sala-
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ries, wages, and other compensation for services rendered
in Louisiana to the total of such direct operating salaries,
wages, and other compensation paid in connection with
the production of net apportionable income.

For the purpose of this Subsection, gross apportion-
able income attributable to this state derived from
the transportation of crude petroleum, natural gas,
petroleum products, or other commodities for others
through pipelines shall include all gross revenue derived
from operations entirely within this state plus a por-
tion of any revenue from operations partly within and
partly without this state, based upon the ratio of the
number of units of transportation service performed in
Louisiana in connection with such revenue to the total
of such units. A unit of transportation service shall be
the transporting of any designated quantity of crude
petroleum, natural gas, petroleum products, or other
commodities for any designated distance. All other
classes of gross apportionable income shall be prorated
within or without this state on the basis of such ratio or
ratios, prescribed by the secretary, as may be reasonably
applicable to the type of business involved.

G. Value. For the purposes of this Section, the value at which
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immovable and corporeal movable property should be
included in the apportionment factor is the average of the
beginning and close of year values on a comparable basis
within and without the state. If the average at the beginning
and end of the year does not fairly represent the average of
the property owned during the year, the average may be
obtained by dividing the sum of the monthly balances by
twelve. For the purposes of this Section, the value of prop-
erty is deemed to be cost to the taxpayer less a reasonable
reserve for depreciation, depletion, and obsolescence. Such
reserves, reflected on the books of the taxpayer, shall be used
in determining value, subject to the right of the secretary to
adjust the reserves when in his opinion such action is neces-
sary to reflect the fair value of the property.

. Location. For purposes of this Section, corporeal movable

property located in Louisiana in United States customs-
bonded warehouses or foreign trade zones established under
the Foreign Trade Zones Actl shall be considered as located
outside of Louisiana.

(Repealed by L. 2002, Act 4, § 2, eff. 6-7-02.)

J. (1) Corporations utilizing common paymaster. For purposes

of this Section, a parent corporation or any other member of
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the same affiliated group of corporations serving as common
paymaster for payroll purposes shall eliminate all payrolls
from the numerator and denominator of its salary, wages,
and other compensation factor computation that represent
the amounts paid on behalf of affiliated corporations for
which it has charged such affiliate the cost and that does not
meet the definition of salary, wages, and other compensation
insofar as the common paymaster is concerned. A subsidiary
or other member of an affiliated group that is a member of
or participant in a common paymaster plan for payroll pur-
poses shall include in its numerator and denominator of the
salary, wages, and other compensation factor computation
amounts paid to a common paymaster as reimbursement in
whatever form and by whatever label for salary, wages, and
other compensation as defined.

(2) For purposes of this Section, “salary, wages, and other
compensation” means remuneration paid or caused to
be paid to employees for personal services. Payments
made to an independent contractor or any other person
not properly classifiable as an employee are excluded.

(3) For purposes of this Section, “employee” means any
officer of a corporation, or any individual who has
the status of an employee in an employer-employee
relationship. Generally, a person will be considered to
be an employee if he is included by the taxpayer as an
employee for purposes of the payroll taxes imposed by
the Federal Insurance Contributions Act.

. Attribution of revenue from television, radio, and other
broadcasting.

(1) Definitions. For the purposes of this Subsection, the
following terms have the following meanings unless the
context clearly indicates otherwise:

(a) “Broadcast” means transmission by an electronic or
other signal conducted by radio waves or micro-
waves or by wires, lines, coaxial cables, wave guides,
fiber optics, satellite transmissions directly or indi-
rectly to viewers and listeners, or by any other
means of communications.

(b) “Film” or “film programming” means all perfor-
mances, events, or productions intended to be
broadcast for visual perception, including but not
limited to news, sporting events, plays, stories, or
other literary, commercial, educational, or artistic
works. Each episode of a series of films shall consti-
tute a separate “film” even if the series relates to the
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same principal subject.

(c) “Radio” or “radio programming” means all per-
formances, events, or productions intended to
be broadcast for auditory perception, including
but not limited to news, sporting events, plays,
stories, or other literary, commercial, educational,
or artistic works. Each episode of a series of radio
programming shall constitute a separate “radio
programming” even if the series relates to the same
principal subject.

(d) “Subscriber” means the individual residence or
other outlet that is the ultimate recipient of the
transmission.

(2) Gross apportionable income from broadcasting film or
radio programming, whether through the public airwaves, by
cable, direct or indirect satellite transmission, or any other
means of communication, either through a network, including
owned and affiliated stations, or through an affiliated, unaffili-
ated, or independent television or radio broadcasting station,
shall be attributed to this state as follows:

(a) For purposes of computing the apportionment per-
cents provided by Subsections A through F of this
Section, the gross apportionable income, including
advertising income, attributed to this state from
broadcasting film or radio programming shall be
determined by multiplying total gross apportion-
able income from broadcasting film or radio pro-
gramming, including advertising revenue, by the
audience factor.

(b) Except as otherwise provided by this Subsection, the
audience factor shall be determined by the ratio of
the taxpayer’s Louisiana viewing or listening audi-
ence to their total viewing or listening audience.
The audience factor shall be determined based on
the books and records of the taxpayer or on pub-
lished rating statistics. However, the method used
to determine the audience factor must be used con-
sistently from year to year and must fairly represent
the taxpayer’s activity in Louisiana.

(c)(i) When broadcasting is through or by a cable tele-
vision system or other arrangement under which
ultimate viewers or listeners must pay for the right
to receive the broadcast, the audience factor shall
be the ratio that the subscribers for that cable
television system or other arrangement located
in Louisiana bears to the total subscribers of that
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cable television system or other arrangement if the
payment entitles the ultimate viewers or listeners
to continuous reception of programming during a
subscription period.

(i) If the number of subscribers cannot be accu-
rately determined from the taxpayer’s books
and records, the audience factor shall be deter-
mined based on the applicable year’s subscrip-
tion statistics located in published surveys.
However, the source selected to determine
the audience factor must be consistently used
from year to year and must fairly represent the
taxpayer’s activity in Louisiana.

(iii) If the payment entitles the ultimate viewers or
listeners to only discrete episodes or instances
of film or radio programming, the audience
factor shall be the ratio of the subscribers
for such discrete programming located in
Louisiana to the total subscribers for such
discrete programming. If the number of sub-
scribers for such discrete episodes or instances
cannot be accurately determined from the
taxpayer’s books and records, the audience
factor shall be determined based on statistics
located in published surveys. However, the
source selected to determine the audience
factor must be consistently used from year to
year and must fairly represent the taxpayer’s
activity in Louisiana.

Added by Acts 1986, 1st Ex.Sess., No. 16, §1, eff. Dec. 24, 1986.
Amended by Acts 1988, No. 841, §1, eff. July 18, 1988; Acts
1993, No. 690, §1, eff. for all taxable periods beginning after
December 31, 1992. Amended by Acts 1996, No. 19, ff. for
taxable years beginning on or after January 1, 1997; Acts 1998,
No. 2, §1; Acts 1998, No. 26, §1, eff. June 24, 1998; Acts 2002,
No. 16, § 2; Added by Acts 2002, No. 65, § 1, eff. for taxble
years beginning after December 31, 2001; Acts 2005, No 401
§1.119USCA §81aet. seq.

LAC 61:1.1134. Determination of Louisiana
Apportionment Percent

A. General. R.S. 47:287.95 provides for an apportionment per-
cent that is to be applied to the taxpayer’s total net apportion-
able income in determining the Louisiana net apportionable
income. Specific formulas are prescribed for air, pipeline, other
transportation businesses, and certain service enterprises. A
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general formula is prescribed for manufacturing, merchandis-
ing and any other business for which a formula is not specifi-
cally prescribed. The statute contemplates that only one specific
formula be used in determining the apportionment percent,
that being the formula prescribed for the taxpayer’s primary
business. As a general rule, where a taxpayer is engaged in
more than one business, the taxpayer’s primary business shall
be that which is the primary source of the taxpayer’s net appor-
tionable income. When the numerator and denominator are
Zero in any one or more yatios in the apportionment formu[a,
such ratio shall be dropped from the apportionment formula
and the arithmetical average determined from the total
remaining ratios

B. Property Ratio

1. The value of immovable and corporeal movable property
owned by the taxpayer and used in the production of net
apportionable income is included in each formula except
those provided for certain service businesses and those using
the single sales ratio under the general formula. Where
only a part of the property is used in the production of
apportionable income, only the value of that portion so used
shall be included in the property ratio. However, where the
entire property is used in the production of both allocable
and apportionable income the value of the entire property
shall be included in the property ratio. Idle property and
property under construction, during such construction and
prior to being placed in service, shall not be included in the
property ratio. Property held as reserve or standby facilities,
or property held as a reserve source of materials shall be
considered used. For example, a taxpayer who purchases a
lignite deposit that is held as a reserve source of fuel should
include the value of such deposits in the property ratio.
Non-productive mineral leases are considered to be held
for such use and should be included in the property ratio.
The value of inventories of merchandise in transit shall be
allocated to the state in which their delivery destination is
located in the absence of conclusive evidence to the contrary.
R.S. 47:287.95(A)(1) provides that aircraft owned by a
taxpayer whose net apportionable income is derived primar-
ily from air transportation should not be included in the
property ratio.

2. Proration of Rolling Stock and Other Mobile Equipment.
The average value of rolling stock and other mobile equip-
ment owned by the taxpayer shall be prorated within and
without Louisiana as set forth below.

a.  The value of diesel locomotives shall be allocated to
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Louisiana on the basis of the ratio of diesel locomotive
miles in Louisiana to total diesel locomotive miles.

The value of other locomotives shall be allocated to
Louisiana on the basis of the ratio of other locomotive
miles in Louisiana to total other locomotive miles.

The value of freight train cars shall be allocated to
Louisiana on the basis of the ratio of freight car miles
in Louisiana to total freight car miles.

The value of passenger cars shall be allocated to
Louisiana on the basis of the ratio of passenger car
miles in Louisiana to total passenger car miles.

The value of passenger buses shall be allocated to
Louisiana on the basis of the ratio of bus miles in
Louisiana to total bus miles.

The value of diesel trucks shall be allocated to
Louisiana on the basis of the ratio of diesel truck
miles in Louisiana to total diesel truck miles.

The value of other trucks shall be allocated to
Louisiana on the basis of the ratio of other truck miles
in Louisiana to total other truck miles.

The value of trailers shall be allocated to Louisiana
on the basis of the ratio of trailer miles in Louisiana
to total trailer miles.

The value of towboats shall be allocated to Louisiana
on the basis of the ratio of towboat miles in Louisiana
to total towboat miles. In the determination of
Louisiana towboat miles, one half of the mileage of
all navigable rivers or streams bordering on both
Louisiana and another state shall be considered
Louisiana miles.

The value of tugs shall be allocated to Louisiana on
the basis of the ratio of tug miles in Louisiana to total
tug miles. In the determination of Louisiana tug
miles, one half of the mileage of all navigable rivers
or streams bordering on both Louisiana and another
state shall be considered Louisiana miles.

The value of barges shall be allocated to Louisiana
on the basis of the ratio of barge miles in Louisiana to
total barge miles. In the determination of Louisiana
barge miles, one half of the mileage of all navigable
rivers or streams bordering on both Louisiana and
another state shall be considered Louisiana miles.

The value of work and miscellaneous equipment shall
be allocated to Louisiana on the basis of the ratio of
track miles in Louisiana to total track miles in the
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case of a railvoad, on the basis of the ratio of bank
miles operated in Louisiana to total bank miles oper-
ated in the case of inland waterway transportation
and on the basis of the ratio of route miles operated in
Louisiana to total route miles operated in the case of
truck and bus transportation. In the determination
of bank miles, one half of the bank mileage of navi-
gable rivers or streams bordering on both Louisiana
and another state shall be considered Louisiana bank
miles.

m. The value of other floating equipment shall be
allocated to Louisiana on the basis of the ratio of
operating equipment miles within Louisiana to the
total operating equipment miles, for the particular
equipment to be allocated. In the determination of
Louisiana operating equipment miles, one half of the
mileage of all navigable rivers or streams bordering
on both Louisiana and another state shall be consid-
ered Louisiana operating equipment miles.

3. Insufficient Records. In any case where the information
necessary to determine the ratios listed above is not readily
available from the taxpayer’s records, the secretary, in his
discretion, may permit or require the allocation of such
equipment by any method deemed reasonable by him.

C. Wage Ratio. Salaries, wages and other compensation for per-

sonal services as used in R.S. 47:287.95 includes only compen-
sation paid to employees or to a deferred plan for the benefit of
employees of the taxpayer for services rendered in connection
with the production of net apportionable income.

. Revenue Ratio. This ratio is generally composed of sales, charg-

es for service, and other gross apportionable income. Neither
allocable income nor income excluded from gross income, such
as interest and dividends, is included in the ratio. For all for-
mulas except that provided by R.S. 47:287.95(F), the revenue
ratio consists of